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Chapter I 
I3TBOD0CTZO8
Indeed, poverty is not a new phenomenon in less devel­
oped countries (LDCs), but vhat is new, is the fact that 
they are becoming aware of being poor and have grown in­
creasingly determined to do something about it. Until re­
cently, attention of both economists and the policy makers 
of these countries has been focused mainly on the importance 
of industrialization as the great strategy for the solution 
of lo-j productivity, poverty problems, and overpopulation. 
In general, the longrun policy objective of industrializa­
tion was viewed as the best opportunity to transfer rural 
unproductive labor to the centers of economic activities, as 
well as to transfer the economy from the post-colonial state 
of underdevelopment to a system capable of generating a self 
sustaining development with a minimum of external dependecy. 
Long ago, the International Labor Organization (ILO) sug­
gested that:
The main hope of escape from poverty in developing 
countries lies in a rapid transfer of population 
from the low productivity traditional sector to 
the high productivity nodarn sector. The modern 
sector includes large scale commercial agriculture 
and plantations, and also a number of services.
But its back bone is industry, including not only 
manufacturing but also mining, construction and
1 —
2power supply.»
Several reasons were advanced to justify the promotion 
of mobilization of the labor force from depressed areas to 
urban areas. First was the lesson from the historical evi­
dence of the industrialization process in the so- called ad­
vanced countries JACs). All these countries have a large 
portion of their working population in industry and a small 
portion in agriculture. Second, industrial development has 
always been accompanied by considerable migration from rural 
depressed areas to the growing urban centers of labor de­
mand. Third, agriculture was viewed as the traditional sec­
tor subject to diminishing returns and marked by a large 
surplus of labor uith almost zero marginal productivity (Le­
wis , Therefore, rural resources, mostly unskilled
labor, had to be diverted from a traditional sector to a mo­
dern sector in the hope that all surplus labor would be ab­
sorbed by secondary and tertiary sectors and bring about 
growth and a more equitable income distribution between ur­
ban and rural regions. Fourth, given the fact that the de­
mand for raw materials in the international market is ine­
lastic, industrialization through import substitution rather 
than export of raw materials allow LDCs to improve their ba­
lance of payments.
» International Labor Organization, Employment and Economic 
Growth, ILO, Geneva, 1964, P. 143.
1.1 THE P i a i i M
Eural-urban aigration, especially in the process of in­
dustrial development, regional development, and urbaniza­
tion, is an important factor in the socio-economic changes 
in ACS as well as LDC,s. For example, it was believed that 
gradual redistribution of labor from areas of abundant sup­
ply to areas where it is in short supply leads to a more ef­
ficient utilization of available human resources. However, 
as the historical evidence of developing nations has indi­
cated, the exodus was not smooth nor gradual as it was in 
some ACS in the early stages of their industrialization. As 
a result, in the past twenty years and more, the urban areas 
of many LDCs have experienced an unprecedented increase in 
population which has already had far-reaching economic and 
social consequences. For example, places of 100,000 popula­
tion and more, especially the capital cities of LDCs, have 
grown during the 1960s at rates of more than 5% per year 
[Tabah t Kono, 1974). Also between 1950-1970 the average an­
nual rate of growth was 4.6%, while the rural population 
grew at an annual rate of only 1.6% (Tabah-Kono, 1974). The 
problem has become more apparent and alarming by loo)cing at 
the growth of cities of one million or more inhabitants.
There were 75 such cities in 1950 (51 in the more 
developed and 24 in the less developed regions) as 
against 162 in 1970 (83 and 79 respectively). The 
combined population of these cities was 174 mil­
lion in 1950 (126 million in the more developed 
and 48 million in the less developed regions, and 
416 million in 1970 [223 million and 193 million
respectively)-... It is therefore not suprising 
that... the population problems commanding great­
est attention are those associated with large and 
fast growing cities.2
Obviously a part of this growth is due to the rapid 
rate of over-all population rates, typically around 2.0% to 
3.0s (United Nation, 1979). However, as development pro­
ceeds, the most important contributing factor by far has 
been the massive transfer of human resources from depressed 
rural areas to urban areas. Consequently, the movement of 
population of this magnitude raises serious problems for 
migrants, for long term urban residents, and for those re­
maining in rural areas. For example.
In 1975 the World Conference of Human Settle­
ments (Habita) pointed to migration as a najor fac­
tor underlying unbalanced growth and aushrooning 
squatter settlements and in the sane year the ILO 
World Employment Conference linked migration with 
the growth of urban unemployment, overcrowded ser­
vices sectors in primate cities and the depletion 
in rural areas of their younger and most highly 
educated inhabitants^
Unfortunately, until recently, as development proceed­
ed, there was no national urbanization policy to regulate 
this exodus. Cities of many of these countries have been al­
lowed to grow without considering the consequences. Many 
economic policies toward idustrialization such as the estab­
lishment of basic industries, public utilities, and educa-
2 Tabah, L. and Kono, S.," World Population Trends in 
1960-70", International Labor Review, Vol. 109, No- 5, 
May-June 197U, P.'412.
3 Shaw, R. P. " Bending the urban flow a construction-migra­
tion strategy". International Labor Review, Vol. 1119, No. 
U, July-august, 1980, P. 467
5tional facilities, have provided much stronger implicit in­
centives in favor of growth of urban areas at the expense of 
rural development.
Aside from the above problems, it was believed that re­
distribution of surplus labor leads to more employment and 
removes unemployment. The effectiveness of such human re­
source distribution is positively related to the absorptive 
capacities of the areas receiving the migration stream. So 
far, the historical evidences of many LDCs have revealed the
fact that the size of migration to industrial cities has
greatly exceeded the potential capacity of the industrial 
sector to absorb all the migrants at the time of arrival. In 
other iiords, only a small portion of the increase in the ac­
tive population of cities obtained industrial jobs. The rest 
of them entered into the informal low productive sector or 
remained unemployed without going back to their home towns.
Consequently, most of the migrants who worked in the low
productive agricultural sector remained less productive as 
they are absorbed by low productive urban informal sector.
Basically there are several reasons for high unemploy­
ment in LDCs: First, the manufacturing employment has failed 
to grow rapidly enough to employ a part of the overcrowded 
labor market mainly due to capital shortages. Second, typi­
cally thg nature of the developing nations’ industrializa­
tion process is highly capital intensive in which provide 
employment for skilled workers. Therefore, unskilled work-
6ers have little chance to be hired in modern sectors. Furth­
ermore, the failure of employment to grow faster is usually 
attributed to the capital intensity process assumed to be 
induced by substantial government subsidies to the modern 
sector and suppression of agricultural production by an in­
appropriately low price policy. Consequently, today many of 
the LDCs which were predominately agrarian are facing a 
shortage of food stuff, chronic rural unemployment, high in­
ternal migration, and finally, destruction of the rural 
economy.
Recently, for various social as well as economic rea­
sons, governments in an increasing number of these nations 
no longer accept rural-urban migration of this magnitude as 
a suitable method for raising the income and improving the
living conditions of the majority of the population. Many
policy makers have come to the conclusion that there is a 
need for an appropriate national urbanization policy to re­
gulate the internal migration. In other words, they are be­
coming more aware of the importance of regulated population 
mobility to the achievment of their national goals, namely, 
economic growth, higher living conditions, and a more equi­
table income distribution both in rural and urban areas. For 
example:
In a survey of population in countries about the
world, prepared by the United Nations Secretariate
for the Horld Population Conference held in Bu­
charest in 19714, it was found that 76 countries, 
comprising three-fifths of the world’s population, 
had announced policies for the control of rural- 
urban migration. Somewhat over one-half of the
less developed countries had adopted such 
policies. Host policies are aimed at diverting in­
ternal migration from large to small cities, while 
a few seek to prevent all urbaaward movement from 
rural areas.♦
Along the same line of argument, the leaders of Asian 
nations have recognized that overpopulation poses a major 
threat to the achievement of their economic goals. There­
fore, they are seeking to adopt policies to divert the mas­
sive unwanted migrants to the large cities.
According to a survey carried out by the United 
Nation in 1976, only 4 out of 35 nations in Asia 
considered their overall spatial distribution of 
population to be entirely acceptable. The survey 
also reported that a number of governments not 
only recognize the problems, but have begun to 
adopt policies and progranaes to slow down or re­
verse the flows towards metropolitan regions and 
other urban centers, reiving either on incentives 
and discentives or on coercive nethods.^
It should be pointed out that in spite of various soci­
o-economic problems associated with rural-urban migration, 
it is by no means an undesirable phenomenon. As Kuznet, 
1956, pointed out, the relationship between population re­
distribution and economic development is an important and 
indispensible link in the mechanism of modern growth. For 
example, as Tap, in 1975, demonstrated that for Brazil, ra­
pid urban population growth has been a positive factor in 
the growth and distribution of its national product in the
* Houely, A. H. , "Migration and Employment in Peninsular Ma­
lay Malaysia,1970", l£25°Si£ Development and Cultural
Changes, Vol. 119, So. 4, July-August 1980, P.467
5 Obérai, A. S., "State Policies and internal Migration in 
Asia," In ^rn a t i o n a l  labor Keyiew, Vol. 120, No. 2, 
March-April 1981, P.231
8postwar period.
However, the magnitude of population redistribution 
must be related to both the potential capacity of labor ab­
sorption of the industrial sector, potential food production 
in rural areas, and the ability of the government to provide 
public services for both rural and urban communities.
1.2 SCOPE ASD PnaPOSE OF THIS STODT
The essential objective of this study is to examine 
theoretically and empirically the economic impact of migra­
tion in LDCs in general; using Iran as a special case. 
Broadly speaking internal migration or labor mobility is 
considered as an equilibratory force to bring more output, 
employment, efficiency, and income eguality within the re­
gions of a country. However, the historical evidence has 
shown that labor mobility had different effects in different 
countries [Yap,1976). Therefore, the importance of internal 
migration in the process of regional economic development 
and balanced economic growth between rural and urban areas 
must be recognized by government planners and officials. As 
a matter of fact, today, the policymakers of developing na­
tions have become increasingly aware of the role of migra­
tion in balanced growth, and the innumerable social, psycho- 
logoical, ecological, and political ramifications of present
9and projected patterns of internal migration (Shaw, 1975).
Furthermore, they must consider such questions as; who is 
the migrant?; how can migration be stimulated or impeded?; 
to what extent is migration beneficial and/or detrimental 
for the losing areas as against the gaining areas?; and fi­
nally, is there an optimum level of interregional migra­
tion?".
Indeed, the economic development of Iran has presented 
an impressive case for study of the above issue. Iran's as­
piration for economic development has placed a heavy empha­
sis on industrialization, urbanization, and infrastructural
development. aeanwhile, the policy makers at the national 
level have deliberately paid little attention to the condi­
tions of the rural economy. In fact, during the last twen­
ty years and more, there has been a tendency to emphasize 
attention to urban concentrations at the expense of rural 
development. For example, since World War II, the Iranian 
government has made numerous attempts, such as land reform 
or subsidizing urban industries, to divert resourses, mainly 
labor and capital, from rural depressed areas to urban in­
dustrial cities. Consequently, many economic activities
have been concentrated in the capital city of Tehran, and 
later in other cities, including Isfahan, Arak. As a re­
sult, economic activities have become unevenly distributed 
in different regions. For example, in Tehran;
Almost 1h percent of the population of Iran live 
in this city and achieved a disproportionate am­
ount of the advantages of development process.
10
Tehran accounts for 51 percent of Iran's 
production of manufactured goods, 30 percent of 
the industrial enterprises, 60 percent of all wag­
es and salary, 33 percent of total investment, 35 
percent of the country's gross national product,
38 percent of all institutions of higher educa­
tion, 52 percent of all students in higher educa­
tion, 46 percent of all doctors, 76 percent of all 
cars, and 100 percent of all banks, insurance com­
panies and other fiduciary institutions, all of 
which have their headquarters in Tehran.&
Indeed the concentration of economic activities of this 
magnitude attract more migration. In turn, the increase in 
migration potentially creates unemployment, housing prob­
lems, congestion, and pollution in receiving areas and pro­
bably less growth in sending areas. In Tehran for example, 
only a few incoaing migrants were absorbed by the modern 
sector, aainly as unskilled workers. Soae became government 
employees, but the majority of them entered in the lou pro­
ductive sector of service industry. The distinct occupations 
of the latter are: street venders, petty traders, domestic
servants, porters, shoeshine boys, and construction workers. 
In general, the migrants who move from rural areas to metro­
politan areas can not afford to rent a house or a room and 
as a result most of them end up to live in shanty towns. 
Taking account of almost the fifty shanty towns around the 
city, one would judge that the population of these settle­
ments runs between seven to a million. But to date no one 
has taken a census of these rural poor migrants. They are 
dwelling in places with colorful names such as; yaaft-aabad
6 Johnson G.C., High-Level Manpower in Iran: From hidden
ÇSSÈllll Is, Crisis, New York, Praeger, 1980. PP. 25-26.
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J"Foundsville") , Vali-i-Asr ("Lord of time"), and Boosaa 
aabad ("Hosesville").
In addition to the two basic problems (employment and 
housing), more migration means more government spending in 
the large cities, higher environmental pollution, complicat­
ed social problems, more income inequality, and finally, 
more social unrest. It is a common belief that the fall of 
the Shah was directly related to the living conditions of 
migrants within the urban areas.
In general, development of an appropriate strategy to 
alleviate the above problems as well as prevent social un­
rest and destruction of the rural economy requires an under­
standing of the magnitude and the behavioral characteristics 
of the migrants in the cities (Yap, 1977). To do so, one 
must carefully study the trend, the determinants, and final­
ly the consequences of migration.
So far, most migration studies have concentrated pri­
marily on the patterns and determinants of migration, with­
out considering its economic impact on the quality and quan­
tity of the labor force, quality of life, and overall 
economic growth and development. This study will emphasize 
the impact rather than the determinants of migration. It is 
hoped that the investigation’s results will help planners 
and policymakers to better understand the nature of the 
problem; the magnitude and impacts of incentives being of­
fered to migrants; and, finally the impact of migration on
12
unemployment; production, growth level, and income inequali­
ty both in sending and receiving areas primarily during 
1966-1980.
To accomplish the above goals, a series of theoretical 
and statistical models will be designed to explain:
(1) The pattern of migration during 1966-1976.
(2) The theories of migration by reviewing the current lit­
erature.
(3) The fundamental characteristics of the Iranian economy, 
pattern of population movement, and estimation of migration
betaeen different provinces.
The harmful and beneficial effects of migration on nig- 
rants, receiving areas, and sending areas.
[5) If and how migration destroys the rural economy, and if 
so, how the rural poor can be given greater access to eco­
nomic opportunities.
The final purpose of this study is to prepare a set of poli­
cy recommendations for government administrators, planners, 
and other decision makers to enable them to formulate a ser­
ies of actions to divert, promote, or slow down the the in­
ternal migration.
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1.3 SIIIBI^ATIOI OF STODT
This study has been organized into six chapters. The 
first chapter presents the statement of the problem, a re­
view of the purpose of the study, and the overall organiza­
tion, The second chapter is a review of the literature deal­
ing with the causes and consequences of migration, A look 
at the aspects of migration in different studies, such as 
the pull-push theory, investment in human capital [micro-ap­
proach) , and evaluation of original and modification of To­
daro* s model is also attempted.
The third chapter is devoted to analyzing the institu­
tional fraaauorh of the Iranian economy, especially since 
3orid ;lar II, It tries to ansaer questions such as: "Hhat
are the fundaaental characteristics of the Iranian econo­
my?"; "How has Iran reached its present status?"; "What are 
the roles of the government in economic activities?"; and 
"what was the pattern of population distribution, the level 
internal migration and degree of urbanization during 
1966-1976?",
The fourth chapter contains a discussion of the theory 
of the consequences of migration. In this chapter two theor­
etical models have been constructed, primarily with a view 
towards examining the effects of internal migration on the 
production, employment, income inequality, rural economy, 
and on growth and development. The last chapter
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In Chapter V, a number of econometric models has been 
developed to estimate the impact of internal migration in 
the Iranian economy. And finally, the last chapter contains 
a summary of the findings, conclusions, and recommendations 
of the study.
chapter II
HI3B&TIOI THEORIES: A BETIER OF THE LITEBATOBES
Within the past two decades, the field of migration has 
been the subject of numerous studies conducted by research­
ers in various disciplines. Included are economics, sociol­
ogy, demography, geography, political science, and other so­
cial sciences, at both theoretical and empirical levels. In 
general, demographers [Lee, 1966; Hanzel, 1967; Bogue, 1969) 
have tended to use aggregate census data in order to esti- 
nate the aagnitude of aigration floys sith a secondary in­
terest ia describing the characteristics of the internal mi­
gration. Sociologists (Hangalaa, 1953) have used sample 
surveys in major migrant destinations (large cities and me­
tropolitan areas) to try to describe migrants' characteris­
tics, examining how the social values and the migrants' in­
terpersonal associations in the place of origin and 
destination influenced the migration decision. In the sane 
manner, political scientists (Ilchman et al, 1975) investi­
gated the political attitudes of migrants in the destination 
points. They hypothesized that since the majority of mig­
rants become part of the urban poor, this group has a high 
propensity for becoming radical in its demands for an im­
proved standard of living. In contrast, economists and re-
15 -
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gional scientists [Greenwood, 1975; Shaw, 1976; Todaro,
1969; Harris-Todaro, 1970; Sjaastad, 1962; Isard, 1960) have 
been interested in the relation of migration to the supply 
of skilled and unskilled labor, the growth of industries, 
the occupational and employment status of the migrants, and 
finally the impact of migration on the regional and national 
development.
As mentioned, migration research has many dimensions 
and is so voluminous that recently there have been a growing 
number of survey reports on migration. ^  However,it is not at 
all surprising to be confronted with a vast collection of
contradictory evidence and results, all of ahich claim equal 
validity (De Jong and Gardner, 193 1). A major problem in 
migration analysis is the lack of a sound theoretical basis 
upon uhich to frame a study- Of course, as Chang [1981) 
pointed out, finding a general theory of migration with 
universal validity and applicability is the perpetual dream 
of those working in the migration field. As a matter of 
fact, some writers have claimed to have established the "law 
of migration" (Bavenstein 1889; Zelinsky 1979) or the "re­
ceived theory" of migration (Todaro, 1976). Bhile many of 
these studies are useful and informative, we should not be 
misled, nor should we mislead others into thinking that gen­
eral laws of migration behavior and attendant processes have
7 For more details see Greenwood H. "Research on Internal 
Migration in the United States: A Survey . He emphasizes
the contribution of economists over the determinants and 
consequences of migration.
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been established (Chang, 1981).
The major problem associated with the lack of adequate 
theories is the fact that it is not clear what guidelines 
would be involved to determine the types and causes of mi­
gration. Furthermore, it is not known what social and eco­
nomic data must be collected or how such information would 
contribute to the better understanding of migration process­
es by Third Borld decision makers. In light of the intro­
ductory remarks, I intend in this chapter to review the gen­
eral contribution of economists to the migration literature, 
theoretical as well as empirical, with special attention to 
the IDCs. To accomplish this, I intend to review the cause 
and consequences of nigration, and evaluate the relevance of 
the Harris-Todaro theory and the extension of this model to 
IDCs.
2. 1
THE THEORY OF DETERMINANTS OF MIGRATION
The systematic study of internal migration, which 
started almost a century ago with the work of E.G. Raven- 
stein (1385) in England, has produced a remarkable consensus 
regarding the cause and effect of migration. In general, 
the analytical and empirical model that determines migration 
shows that while general economic, social, and political 
conditions may explain migration as a whole, the analysis of 
individual cases is a complex interplay of numerous and di­
verse variables.
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The decision to migrate nay be considered a 
two-dimension process. The first dimension in­
volves the decision of whether or not to relocate, 
while the second dimension (or phase) concerns the 
question of exactly where to relocate. The person­
al characteristics of a migrant, particularly age 
and education, tend to significantly influence the 
first phase of the migration decision. The second 
phase, on the other hand, tends to be a function 
of the labor market characteristics of an area 
which makes it attractive to migrants, such as 
higher relative (to the origin area) wage rates, 
lower unemployment rates, and so forth. Hence, a 
complete model of the migration decision should 
encompass both the personal characteristics of 
migrants and the labor market chracteristics of 
the destination area.®
Basically, migrants appear to move from rural and small 
towns to large cities. Reasons for their move range from so­
cial, environmental, cultural, and above all, economic. The 
question to be answered in this section is to uhat extant do 
the economic motives play a role in the decision to migrate.
A glance at previous migration studies (Sahota, 1968; 
De Jong, 1981) suggested that the determinant of rural mi­
gration a ay be explained either by a macro-model or micro- 
model. At the macro level, the decision to migrate has been 
viewed as a result of the socio-economic conditions of send­
ing and recieving areas. Accordingly, the approach divides 
factors that influence the decision to migrate into those 
that "pushed" individuals out of the countryside and those 
that "pulled" them into the urban areas. In contrast, in 
the micro-model, the decision to migrate is not based on ag-
3 Navratil, ? . J and Doyle, J. J- "The Socio-economic 
Determinants of Migration and The Level of Aggregation." 
SSMlkÊES Economic J ournal, Vol. U3, 1975, P. 15h7-
19
gregate variables, but it is purely dependent on an 
individual perception of net gain from the move, there­
fore,the individual is the one who decides when and where to 
migrate (Schultz, 1962; Sjaastad, 1962). In other words, a 
potential migrant acting within a benefit-cost framework, 
will presumably migrate when his expected return from his 
migration exeeds his opportunity cost.
2,1.1 Bacro-aodel: The Pnshed-Pulled Hypothesis
In general, several broad categories of migration stu­
dies can be identified within the macro-framework. The old­
est one of these may be traced back to Rayenstein, eho after
an extensive inquiry on internal migration, published two 
papers in 1395 and 1889, in which he postulated the "Law of 
Migration." He believed that the migration process follows a 
definite law and tried to establish a general theoretical 
framework for migration analysis by presenting seven laws.
In spite of much criticism, the laws of migration re­
main the starting point for any migration research. As 
Lee'1966| pointed out:
In the three-quarters of a century which have 
passed, Bavenstein has been much quoted and occa­
sionally challenged. But, while there have been 
literally thousands of migration studies in the 
mean time, few additional generalizations have 
been advanced. True, there have been studies of 
age and migration, sex and migration, education 
and migration, the labor force and migration, and 
so forth; but most studies which focused upon the 
characteristics of migrants have been conducted 
with little reference to the volume of migration, 
and few studies have considered the reasons for 
migration or the assimilation of the migrant at
2 0
destination.... Except for Dudley Kirk, Bavenstein 
seems to have been the last person to make a de­
tailed comparison of the volume of internal migra­
tion or the characteristics of migrants within a 
goodly number of nations*
However, following the above appraisal, lee restated 
Eavenstein's laws more precisely and made them more testable 
as models. He started by defining the factors which affect 
the decision to migrate. These factors, shown in Figure 2.1, 
are; those associated with the area of origin or destina­
tion; intervening factors between origin and destination; 
and personal characteristics of migrants.
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Source: Lee, E. S. "Theory of Migration ", 1966 pp. 47-57.
Figure 2.1: Factors That Effect Migration In both Origin 5
Destination
* Lee,E.S. "a theory of migration". Demography, Vol 3, 1966, 
PP. 4 8.
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In the Figure 2. 1 (+) signs are those factors which act to
hold the potential migrant within the areas, (-) signs are 
those factors which tend to repel them from the present lo­
cation, and {O’s) are those factors to which migrants are 
essential y indifferent. Indeed, the pull and push factors 
are differently defined for every prospective migrant.
On the volume of migration, Lee claimed that:
1- The volume of migration within a given territory varies 
with the degree of diversity in that territory.
2- The volume of migration varies with the diversity of peo­
ple.
3- The volume of nigration is related to the difficulty of 
surmounting the intervening obstacles.
4- The volume of migration varies with fluctuations in the 
economy.
5- Unless severe checks are imposed, both volume and rate of 
migration tend to increase with time.
6- The volume and rate of migration vary with the degree of 
progress in a country or in an area.
In the same manner, on the stream and counterstream of 
migration he believed that:
1- Migration tends to take place largeley within well de­
fined streams.
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2- For every major migration stream, a counter-stream 
develops.
3- The efficiency of stream and counter-stream tends to be
low if origin and destination are similar.
h- The efficiency of migration streams will be high if the
intervening obstacles are great.
5- The efficiency of a migration stream varies with the eco­
nomic conditions, being high in prosperous times and low in
times of depression.
And finally, on the characteristics of migrants, Lee
rscogairad that:
1- migration is selective.
2- Migrants responding primarily to plus factors at the des­
tination tend to be positively selective.
3- Migrants responding primarily to minus factors at the or­
igin tend to be negatively selective; or, where the minus 
factors are overwhelming to entire population groups, they 
may not be selective at all.
4- Taking all migrants together, selection tends to be bi- 
modalo
5- The degree of positive selection increases with the the 
difficulty of the intervening obstacles.
23
6- The heightened propensity to migrate at certain stages in 
the life cycle is important in the selection of migrants.
7- The characteristics of migrants tend to be intermediate 
between the characteristics of the population at origin and 
the population at destination.
Of course, the advantage of Lee's general theory over
Eavenstein's is that he stated the hypotheses in such a man­
ner that they are testable with the current data. In other 
words, Lee has helped migration researchers to shift the em­
phasis from a purely descriptive to a more analytical ap­
proach.
Another macro-approach explanation to the determinants 
of internal migration is in term of the "push" and "pull”
factors. The former states that migrants are pushed away
from the countryside because of unfavorable conditions pre­
vailing in the rural areas, while the latter assumes that 
migrants are pulled by urban areas because they provide a 
better life.
Most of the studies claimed that the structure of a 
rural economy in LDCs is the primary reason for out-migra­
tion. In the developing countries, the rural economy is 
characterized by the lack of economic opportunity. Low pro­
ductivity in the agricultural sector, surplus labor or dis­
guised unemployment, and lack of savings are only some of 
the factors which push farmers out of their present loca­
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tion. IQ other words, the "push" theory is hacked by the 
fact that for most people engaged in agricultural activities 
income has never reached a level near equality with those in 
urban areas, in spite of considerable efforts (even in more 
developed countries) to bring this about. Furthermore, there 
are the irregular as well as long working hours, the rela­
tively lower social status attached to farmers, the uncer­
tainties of agricultural production and prices, the poor 
living and working conditions, dirty work in all kinds of 
weather, and finally, changes in agricultural technology 
which make employment prospects uncertain. As Bock and Roth- 
eber (1979) explained, the causes of rural-urban migration 
are traceable to three interconnected processes;
Population growth, industrialization, and urbani­
zation. Poulation growth,encouraged by the declin­
ing mortality rate resulting from improved health 
services, creates pressures on the land and leads 
to rural unemployment. Industrialization contri­
butes to the situation by introducing agricultural 
mechanization,which reduces even further the labor 
force required for food production. The interac­
tion of this process produces the well-known "push 
factors", which one part of the migration equa­
tions. But industrialization also creates improved 
transportation and communication networks which 
facilitates the mobility of people from one part 
of the country to the other,and especially to the 
major urban centers. Finally, industrialization, 
almost by definition, contributes to the uneven 
economic development of the country by concentrat­
ing employment opportunity and higher standards of 
living in certain area, usually in cities. The 
third process, urbanization, is, of course, inti­
mately related to industrialization and population 
growth, but makes its own contribution to migra­
tion as well. Not only are there industrial jobs 
in cities, but, in addition there are usually bet­
ter educational opportunities, social services, 
and perhaps, above all, relatives who have praised 
cities life and might be willing to assist "coun­
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try cousins." Thus, industrialization, and 
urbanization interact to produce the second part 
of the equation  "full factors." The combina­
tion of such push and pull factors has produced 
the rura1-to-urban migration flows that have char­
acterized both developed and developing coun­
tries. 10
The basic question is: which forces have contributed
most to the process of internal migration ? Many of those 
who favor the "Pull" theory argue that the existing condi­
tions in rural areas are less important than the attraction 
offered by the cities; for example, cities usually provide 
better education and training, better opportunity for find­
ing jobs, better medical facilities, and the kind of indivi­
dual freedom that seems to be a part of urban life. Further­
more, in the cities, there is always the chance of "maxing 
it big," Only a few actualy do, but for many it is a hops; 
one which they would not have in the rural area. Therefore, 
the rural population migrates regardless of satisfactory 
economic rewards of rural economy.
The third stream of literature regarding internal mi­
gration in a macro-framework is associated with the Harvard 
School and particulary with Simon K u z n e ts. n Accordingly, 
internal migration and hence regional population redistribu­
tion are important ways in which persons respond to changing
>0 Bock, P. Go, and I, F. Bothenberg, Internal Migration Po- 
liSÏ and New Towns: The Mexican Experience. Chicago:
University of Illinois Press, 1979.
11 Kuznets, S., A. R. Miller, and R. A. Easterlin, Popula­
tion Redistribution and Economic Growth, United States, 
J870-295^, Vol. III. Philadelphia: American Philosophi­
cal Society, 1955.
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economic opportunities that emerge in the course of economic 
growth and development (Kuznets, 1956). Furthermore, inter­
nal migration is considered as a factor-market adjustment 
mechanism that acts to reduce geographic wage differentials. 
Consequently, the higher the wage-rate level in industrial 
cities, the greater the net migration to those areas [ceter­
is paribus).
To demonstrate the hypothesis, classical economists 
usually use a two-factor, two-region economy in which the 
relative endowments of the two factors initially differ bet­
ween regions. If labor is a mobile factor and responds to 
sage differential, labor moves from the loser sage region to 
the higher region. Consequently, out-migration puts upuard 
pressure in the louer region and down pressure in the higher 
region [Ireenuood, 1975) . This process will continue until 
wage equalization prevails in the two regions. However, the 
impact of labor mobility on employment is dependent on the 
elasticity of demand and supply of labor. It may increase, 
decrease, or remain unchanged.
Following the same line of argument, Kuznets related 
internal migration and economic development in terms of the 
selection of migrants. He pointed out that migrants come 
from select groups. They are individuals who are more dynam­
ic, risk taking, and also have a better ability to perceive 
the differences in economic opportunities such as wage rate, 
education and training, and quality of life in alternative
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locations. Therefore, they are stimulated by economic mo­
tives to migrate to the center of activities and seize bet­
ter economic opportunities, and this, by itself, promotes 
growth, and more growth induces further migration of select 
individuals.
A careful look at these three alternative approaches 
shows that they differ only in emphasis. Bavenstein and Lee 
presented a general theory in which, among other factors, 
they considered the characteristics of migration, origin, 
and destination as well as the existence of differentials in 
origin and destination. Similarly, Kuznets emphasizes that 
although differentials do exist in the course of economic 
development, individuals vill respond differently to these 
defferent ials.
2.1.2 Land Reform and Its Impact on Internal Migration
One of the main characteristics of the economies of the 
majority of LDCs is that they are still heavily dependent on 
the agrarian sector. Unfortunately, this sector of economy 
suffers from a number of problems: namely, low productivity, 
size-tenure, under-utilization of human resources, the rela­
tively poor living and working conditions, and rapid popula­
tion growth. Consequently, many of these countries are ex­
periencing difficulty in providing even enough food to 
maintain the inadequate nutrition level which currently ex­
ists for the rapidly growing population-
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To improve the situation, a number of types of rural 
development have been suggested both by economists, as well 
as by the policymakers in these nations. But it is agreed by 
many development economists and policy makers of the Third 
World that the success of any rural development program de­
pends on the size-tenure structure of the rural economy. 
Conseguently, many of then are in favor of land reform as 
the fundamental step toward raising the level of income and 
productivity of farmers.
The main objectives of land reform, which involve tak­
ing land from the large land-owners and giving it either to 
the small farmers or to the landless workers are: (a) dis­
tributing incooe more equitably, [b) raising the level of 
productivity,(c) generating more employment, and (d) in­
creasing the marketable surplus- However, until recently, 
few have discussed the consequences of land reform on wage 
rate and internal migration. According to Berry (1971) the 
impact of a well-intentioned land reform on wage rate and 
migration heavily depends on whether the landless farmers 
which previously were working on large farms receive land or 
are hired by the small land owners after the agrarian re­
form. In other words, "the impact of the land reform on the 
wage rate will depend on whether the sum of labor hired by 
the new operator plus the amount that his family withdraws 
from the labor market is greater or less than the quantity 
previously hired on the large farms, all on a per-acre ba-
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sis."12
To lemon strate this possibility. Berry (1971) assumed 
an agrarian economy where there are three groups; large land 
owners, small landowners,and landless wage-laborers. There 
are also two types of farms, (a) large farms, where landless 
wage-labor and some labor from smaller farms is used, and 
(b) small farms, where cultivation is based on family labor. 
If the land goes to landless farmers (which is rare in most 
land reform programs) it will increase employment, and it 
may have a negative impact on out-migration. But if land is 
received by small farmers, it is likely that the farmers 
will increase family labor hours and reduce the demand for 
hired uorhers, per unit of land, as compared with the 
large-scale f a r m s . A s  the demand curve for labor shifts to 
the left, the aage rate uill fall and will reduce the income 
of land-less workers. The greater the land distribution in 
this manner, the greater the decrease in the income of the 
wage-laborer, and consequently the greater pressure for then 
to leave the countryside searching for a job in urban areas.
The effects of transferring land from large landowners 
to small land owners on the marginal productivity (HP) and 
the labor supply curve (S3) are shown in Figure 2.2
12 Berry, P.. A. "Land Reform and the Agricultural Income 
Distribution," Pakistan Development Review, Vol. XI, 
1971, PP. 30-hh.
13 In many LDCs women and children who do work on their farm 
would often not work elsewhere for institutional reasons. 
Therefore, we expected the new landowners would use more 
family work rather than hiring wage-laborer.
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figure 2.2: the ampact oi
Land-0«ners
,and 3edistribution Among Small
Where [ON) is total family labor available to a small farm, 
(H'P') is the marginal productivity of small farms after 
land redistribution, (S'S') is the supply price of labor 
curve before land distribution, and {S"S") is the supply 
price of labor curve after land distribution.i♦ If the wage 
rate is set at [OH), before reform the small farm will sup­
ply [NN1) to the market. As the result of transference of 
land to small land-owners the small farm will only supply
[SS) curve is Less than (S'S') because people prefer to 
work in their oan land rather than work for someone else. 
There is also some cost such as the cost of transporta­
tion associated with working outside the farm.
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NN1-NN2 = N1N2 amount of labor to the wage market. In sum,
the net impact ia the demand for farm workers can be mea­
sured by;
D = TL - FL + FL - TL .
1 s s r 1
Where:
T1 : total labor applied on small farms after reform, 
s
FL ; family labor removed from wage market, 
r
FL : family labor applied on small farms after reform.
s
TL : labor applied on large farms.
If !D1) is positive land refora nay induce landless workers 
to stay in rural areas. But if (DL) is negative the aage 
rate will decline and force many landless workers to move to 
cities searching for job.
2-1.3 Price gncertainty and Internal migration
One of the characteristics of many LDCs is that they 
mainly produce and export primary products. Unfortunately, 
the price of primary products in an international market
fluctuates widely, while the price of manufactured goods is
relatively stable- Consequently, the producers of primary
goods are uncertain about the price of their products. Typi­
cally, price uncertainty in one sector influences resource 
allocation, national income, and income distribution in all 
economic sectors.
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Batra (1975) presented a two-sector economy in which 
one sector faced price uncertainty. The underlying assump­
tions were:
1- Production functions are homogeneous in both sectors.
2- The producers are risk-averters and operate under perfect 
competition.
3- Factors of production are mobile in the long-run.
h- Price uncertainty only exists in the primary sector.
Under thase assumptions, Batra concluded that the introduc­
tion of price uncertainty i/ill cause resources to aove auay 
from the industry facing price uncertainty to industries op­
erating under certainty. Furthermore, an increase in uncer­
tainty will decrease the reward of the factor used inten­
sively by the industry facing uncertainty and increase the 
reward of the factors used intensively by the other indus­
try. Since the production of primary goods is labor inten­
sive, the wage differential will increase in the two sectors 
as well as increase out-migration in the traditional sector.
2.I.h Hon%eçonogiç Factors and DeÇÎSlSâ to Higrate
îluaarous studies show that factors activating migration 
are complex and intertwined. Migrants respond to non-econom- 
ic factors as well as economic factors, and they aove for a 
combination of reasons. The important non-economic factors 
which significantly influence the migration decision are:
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1-"Education": One of the aost important factors in the det­
ermination migration level. Most migrants are highly educat­
ed in their area of origin but less educated than urban re­
sidents. Normally, the skills acquired by a potential 
migrant can not be practiced in the countryside, but they 
can be applied in urban areas with greater rewards. As a re­
sult, the more educated who live in rural areas sooner or 
later, will realize the fact that their best opportunities 
for a better life (in term of money) are in the urban areas. 
Furthermore, villages and provincial towns do not possess 
facilities for advanced education or specialized training, 
thus those who desire schooling beyond fifth grade Bust re­
side, at least teaporarily, in urban areas. îlany who do so 
never again return to their hose toun.
2- "Stock of Migration": The presence of relatives and
friends influence the patterns of migration and location. 
Generally, new migrants will be attracted to those destina­
tions inhabited by earlier migrants from the same origin. 
Friends and relatives provide not only companionship and 
temporary work but also reduce the cost of moving. Friends 
also provide information, which is a valuable service in 
countries where job information is not provided by media and 
goes largely through informal channels (Yap, 1975).
3- "Distance": As Lee (1966) pointed out, distance is a bar­
rier to migratory movements and it would be expected that
3U
the probability of migration between two places decreases as 
distance increases. Olsson (1965) shows that migrants from 
small places move shorter distances than migrants from large 
places. The deterrent effect of distance is not only due to 
the transporation cost, but it is mainly due to the psychic 
costs of migration (Yap, 1975)
U- "Personal Characteristics": Age and gender play an impor­
tant role in the decision to migrate. Many studies confirm 
that males have greater propensity to migrate than females. 
Migrants are disproportionately young adults, ranging from 
late teens, to early thirties. As the young are close to 
the beginning of thsir corking life, they are anrisionsd as 
being nore readily disposed to taking advantage of new op­
portunities involving migration than those who are older 
(Shaw, 1975).
2.1.5 Hiçro::Model: An Economic Masiaization Theory
Recently, the center of attention has shifted from the 
macro-approach to a more complex micro-oriented approach as­
sociated with the Chicago School and particularly with the 
work of Schultz (1962) and Sjaastad (1962). they both devel­
oped a theory of migration in which the decision to migrate 
is considered to be an investment in human capital. The 
strength of this approach over the previous ones is that it 
puts a significant attachment to individual decision-making 
rather than place of origin or destination.
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As Sjaastad indicated, the unit of observation is an 
individual migrant who makes his or her decision to move 
based on cost benefit analysis. The underlying assumption is 
that the man is economically rational, an economic maximiz­
er, and that he will perceive and evaluate his move on this 
basis. It is also implicitly assumed that migrants will be 
more oriented toward material goals than non-migrants, and 
less oriented toward social love-and-affection goals or oth­
er rewards coming from a traditional life style in the coun­
tryside. In other words, economic incentives are considered 
to play an important role as a determinant of the migration 
decision. Furthermore, the movement of migrants is a volun­
tary natter and the decision-making process is the mechanism 
by uhich the move itself is made in a system of known alter­
native destinations.
The implications of the above assumptions are as fol­
lows; Prospective migrants compare and evaluate alternative 
places, including present residence, and choose the place 
which maximizes his utilities. If their present residence 
maximizes their satisfaction, they will not move, but if the 
most attractive location differs from the one in which they 
reside, they will move to improve their welfare. This im­
plies that to maximize satisfaction, one must calculate the 
present or probably future monetary and non-monetary costs, 
as well as the present value of benefits which may accrue 
over a specific period of time at present and alternative
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locations. Labor will move if the net benefits exceed the 
cost of moving.
Since any increase in income may be expected to accrue 
over a considerable period of time, and since there are 
costs, monetary and nonmonetary, which must be incurred pri­
or to receiving any income, migration is considered as an 
investment. Since such an investment is embodied in the hu­
man being, it is called an investment in human capital. On 
this basis, we may assume that this investment may increase 
the productivity of human resources. In summary, the in­
vestment in the human capital approach speculates that peo­
ple move because the present value or current discounted va­
lue of the benefits of living elsewhere exceed those of 
remaining where they are by a margin greater than the cost 
of moving. Setting matters out more formally,we can calcu­
late the present value of remaining at origin (PVi) by;
rt
PVi= e ri ft) dt [2.2.1)
where r is a rate discount, t is time in the future, and 
Yi[t) is a vector of monetized valuations of factors at ori­
gin i, at time t. In the same manner, the present value of 
benefits at g , at time t, may be calculated by;
rt
PVi= e Yi (t) dt (2.1.2)
Migration will place if;
( PVj - PVi ) > Ci] . (2. 1.3)
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where Cij is the cost of moving.
To predict out-migration, one may add to equation 
(2.2.3) all decision makers and divide by population at i 
[Pi). If we assume that the aggregate-out-migrâtion is a 
function of average value, then the net-migration rate (Mij) 
is;
Mij/Pi = f[PVj - PVi - Cij). [2.1.4)
Cebu la (1979) provided a more comprehensive study of 
the micro approach in the decision to migrate. In contrast
to a previous study, he believed chat the investment in mi­
gration is not only dependent on the current wage differen­
tial, but it is also dependent upon three general sets of 
forces, namely:
1- Expected real income differentials.
2- Expected amenity differentials.
3- Expected differential benefits and costs from state and 
local government policies.
He defined the discounted present value of the expected 
nominal income differential between region (A) and (3) for 
individual i as follows:
ab ni b a -t
D = Z, ( Y - y ) [1-ri) [2. 1.5)
i j t=1 it it
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where (ïit) is money incoae^r)is the discount rate, and |t] is 
time. In the same manner the discounted present value of the 
expected living-cost differential in both regions is:
ab ni b a -t
D = n  t C - C ) (1-ri) (2.1.6)
ic t=1 it it
If we add the income forgone while the individual i ’s, is in 
moving and we add moving costs to equations (2.2.5) and 
(2.2.6), we will obtain the discounted present value of the 
expected real income differential by:
ab ni b b a a -t - ab
D = Z  {( Y / C )-( Y / C )} fl-ri) - T - E (2.1.7)
ir t=1 it it it it i i
•jhsre (îi] is individual i's, expected foregone income while 
in transit and (si) is pecuniary and nonoecuniary moving 
costs.
The expected differential amenities such as air pollu­
tion, climatical conditions, congestion, the availability of 
recreation facilities, education, health services, and so 
forth, is evaluated by;
ab ni b a -t
D = 2 1  { F - F )( 1+ ri) (2.1.8)
if t=1 it it
where (Fit) is the expected value of amenities in period (t)-
The discounted present value of the differential ex­
pected real net benefit from government policies is:
ab ni b b b a a a -t
D =X ( H -> S )-X -( R S ) + X ( 1+ri) (2. 1.9)
ig t=l it it it it it it
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where (xit) is the real values of the expected state and local 
governent tax liabilities; (Ritjis the real values of the 
publicly provided educational facilities; (Sit)is the real 
values of all other publicly provided government goods and 
services.
Finally, the contribution of the above factors which 
may influence the individual's location decision can be sum­
marized by:
n i b b a a  b a  b a b a a a  
D X(Y / C - Î / C ) + (F - F )+[E + S -X -R -S +X )}
i t=r it it it it it it it it it it it it
— t — a b
( 1 + ri) - T -S . (2. 1.10)
The shortcomings of the above approach are many. First, 
they are not relevant to the economy of the Third World. In 
these countries, the rapid rural-urban migration is accompa­
nied by a relative high urban unemployment. Second, in the 
study of internal migration, one must study the causes and 
consequences of migration in a dynamic framework. There­
fore, ia the following section ae a ill present those theor­
etical approaches which to some degree take into account 
some of the characteristics of developing countries as well 
as the possible impact of labor mobility on migrants in 
sending and receiving areas.
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2.2 RCTIIE OF IMPACT OF IMÎISMÎ: BIGBATIOH
The importance of internal migration in the process of 
economic development has long been recognized as a possible 
mechanism to achieve growth, efficient allocation of re­
sources, and lower income inequality. Dnfortunaitely, an 
extensive exploration of the literature reveals that most 
studies focused explicitly on the determinants of migration 
and little has been said about its consequences. As Sjaastad 
[1962) pointed out­
migration research has dealt mainly with the fac­
tors which affect migration and how strongly they 
have affected it, but little has been done to det­
ermine the influences of migration as an eguali- 
briating mechanism in a changing economy. The 
novensnts of migrants clearly are in the approp- 
rate direction, but ue do not Inou whether the 
numbers are sufficient to be efficient in correct­
ing income disparities as they emerge. There is a 
strong presumption that they are n o t . is
The reasons for the lack of comprehesive study in the impact
of migration are many. As Greenwood stated;
Feu studies have attempted to estimate the impact 
that migration has had on sending and receiving 
regions. This failure to carefully investigate the 
consequences of migration probably results from 
some combination of two principle factors. First, 
a reasonably 'complete* model of migration would 
be extremely complex, since migration influences, 
and is in turn influenced by, many social and de­
mographic factors, as well as more purely economic 
variables- Second, data relevant to such compre­
hensive studies of migration is limited.
IS Sjaastad, L. A. "The Costs and Returns of Hunan Migra­
tion," Journal of PoliticaX Science, Vol. 70, 1962, PP. 
80-93.
IS Greenwood, M. J. "A Simultaneous-Equations Model of Urban 
Growth and Migration," Journal of American Statistical 
Association, Vol. 70, 1975, PP. 797-810.
'■it
la sum, there is no clear distinction between causes 
and consequences of migration. Or in fact, as Huth (1971) 
stated, it is a "chicken egg" problem and we can not easily 
establish a causal relationship mainly between economic fac­
tors which affect migration and those factors which are af­
fected by migration. Therefore, a study of internal migra­
tion would be complete only if it takes into account the 
causes and consequences of migration in a dynamic framework. 
For example, while internal migration has important influ­
ences on demographic, and social, as well as purely economic 
variables in origin and destination, these variables them­
selves will affect migration in the later period. In other 
words, there is a significant interaction between migration, 
employment, income, unemployment, government expenditures, 
agricultural output, growth, and environmental pollution.
Aside from the above problems, the impact of internal 
migration on the growth of rural and urban areas has been 
the subject of great controversy. An extensive review of mi­
gration literature reveals the fact that it is very hard to 
evaluate whether rural-urban migration is in the best inter­
est of the developing economy. According to the neoclassi­
cal economic theory, interregional labor and capital mobili­
ty foster growth, efficient resource utilization, and 
benefit both sending and receiving areas (Lewis, 1955; Kuz- 
nets 1966). Hart (1975) presented a theoretical model in 
two parts, in which he formulated the relationship between
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migration and economic growth in a closed economy, both in a 
static and dynamic framework. In a static framwork (part 
I), Hart showed that migration enhanced efficiency of an 
economy because the equilibrium real wage rate is less and 
the output is more than the correspondingly weighed averages 
of wages and outputs of premigration states.
In contrast, there are models that indicate that inter­
nal migration benefits only urban areas, and it is not clear 
whether internal migration is beneficial to economic devel­
opment. Hyrdal (1957) believed that internal migration has 
depleted the potential development resources (the young in 
the prime labor fores age group, best educated, and possibly
the nost ambitious components of the origin population)
needed in the process of rural développant. Therefore, in­
ternal migration benefited the more developed areas and det­
eriorated the future development prospect of depressed rural 
areas.
a review of the literature indicates that migration 
tends to increase the costs of urbanization. In general, lo­
cal governments in urban areas tend to have higher per cap­
ita expeaditures than local governments in rural areas.
Orbanization is decisive because it is so expen­
sive. The difference between the costs of urban 
development and rural development does not turn on 
comparing the capital required for factories and 
that required for farms. Each of these is a small 
part of total investment, and the difference per
head is not always in favor of industry. The dif­
ference turns on infrastructure. Drban housing is
1*3
much more expensive than rural housing.i?
In fact, the bulk of public expenditure in most devel­
oping countries does not go toward the provision of public 
services for the poor but toward the improvement of urban 
infrastructure which makes the cities, particularly the ca­
pital, a showcase of modernization with super highways and 
modern office buildings (Safa, 1975). The major concern here 
is that rapid urbanization inflicts its costs unevenly 
across income groups. In fact, in some cases rural house­
holds are made a substantial share of the public costs of 
urbanization. Bapid urbanization still creates a number of 
problems, especially shortages in housing, health services, 
and -jater supply, as aall as environmental pollution in the 
metropolitan areas. For these reasons, nany believe that 
rural-urban migration and rapid urbanization may hinder eco­
nomic growth and deteriorate the rural economy.
2.2.1 Internal Higration in LDCs: Todaro Hodel and The 
Becieved Theory of Kigray,on
The phenomenon of rapid rural-urban migration in LDCs 
has recently attracted the attention of economists engaged 
in analytical investigation of stylized models of economic 
growth and development. One may argue that the decision to 
move to urban areas where there is unemployment is not a ra­
tional one. However, Todaro [1969), Harris-Todaro, and Toda-
Lewis, A. H. "The Evolution of the International Economic 
Order," Discussion Paper no. 79, Princeton, H. J.: Princ- 
ton University, 1977,
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ro {1976) have demonstrated that such migration is quite ra­
tional. In contrast to previous economic literature which 
assumes no unemployment in urban areas, Harris and Todaro 
incorporated urban unemployment as a key variable in the ex­
planation of internal migration.
among many studies in internal migration, Todaro {1969) 
is the first economist who on the one hand considers some of 
the characteristics of LDCs and on the other hand shows the 
impact of migration in sending and receiving areas of LDCs. 
The basic assumption underlying Todaro's model is that in­
ternal migration is a function of both the urban real income 
differential and the probability of obtaining a modern, job. 
Furthermore, he believed that the process of nigration in 
LDCs is not a one stage phenomenon (that is, a uorker ni- 
grates from a low productivity rural occupation directly to 
a higher productivity urban industrial job), but it is a two 
stage phenomenon. The first stage consists of the physical 
move to an urban area and spending a certain period of time 
in the " urban traditional" sector; the second stage begins 
when an individual migrant obtains more permanent employment 
in the modern industrial sector of the urban economy.
To analyze the impact of urban unemployment on employ­
ment, Todaro proposed the following model with several beha­
vioral assumptions such as:
1- The percentage change in the urban labor force S attribu­
table to migration is a function of the differential between
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the discaunted present value of the expected urban income 
Vu ft) and rural Vrft) over an unskilled workers planning 
horizon (t).
S Vu(t)-Vr(t)
 ft)= F -----   , F* > 0 (2.2. 1 )
S Vrft)
2- The planning horizon and the fixed cost of migration for 
each worker is identical.
3- The labor discount factor r is constant and identical for
all potential migrants.
Given the above assunptions^ the labor supply is formu­
lated as the following:
n -rt
Vr fO)= J Tr[t) e dt . (2.2.2)
t=0
where Tr(t) is the net expected rural real income in period 
t and,
n -rt
Vu (0)= r P(t) Tuft) e at -C(0). f2.2. 3)
t=0
where Pft) is the probability of obtaining a modern job and 
C(0) is the initial migration cost.
The introduction of Pft) implies that we may have a si­
tuation where:
Yu (t) - Yr(t) > 0 ; but P(t) Yu (t) - Yr (t) <0 ,
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The nature of ptt) is directly related to the probability of 
having selected from the pool of urban traditional workers 
during period t if the worker is a member of that pool in 
the same period. In mathematical terms;
P[0)=-n[0), and P p  ) = n JO) + [i-B [0) )H [ 1) , and finally:
t i"1
P(t) = Ti(0) + i: -n(i) IT {1-H(3)) (2.2.4)
i=1 j=0
Where:
JT, ai = a'l. a 2 .  a3 
i = 1
To define 'ss't) in some meaningful economic sence, Toda­
ro assumed that the total modern sector employment N in per­
iod t equal to:
W-p) t
N (t) = NO e (2-2-5)
where À is the rate of growth of industial output , p is the 
rate of growth of labor productivity in the modern sector. 
If we define:
y = [4~P) as the rate of job creation, then we have.
y N(t)
n ( t)  ----------  (2- 2-5)
S tt)-N[t)
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Accordingly, the rate of change in the labor supply in 
LDCs is:
S ru(t)-ïr(t)
*—  [t) = b + Tilt) F ----------—— , or
s Yrit)
s
—  (t) = b ♦ ir(t) F (a(t)), dF/da >0, (2.2.7)
s
where a(t) is the percentage of urban-rural real income dif­
ferential, b is the natural rate of increase in the urban 
labor force.
If :-J a define the proportion of the labor force eaployed 
in the oodern sector at tine t as E (t) , uhere
N (t)
E (t)   . [2. 2. 8)
S(t)
then the equilibrium condition E for this model would be:
» E N S
E  -----(t)   [t)   (t) = 0, or
E N S
E y F (a) N(t)
 ( t) = y — b — — —-------------- — 0 (2.2.9)
E Sft) - N[t)
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By rearranging equation (2.2.3) through (2.2.9), the 
equilibrium condition can be expressed as follows:
* y - b
S = ----------------  , and (2.2.10)
y F (a) + y-b
The equilibrium proportionate size of the traditional sector 
is:
♦ y - b
T — 1— -------—--- — —  . (2.2.11)
y Fla) * y-b
solving for (dy):
2
- y d ?'a)
dy  --------------------------------------  (2.2. 12]
y dpfa) - yb - F(a)b - b dr (a)
To demonstrate the implication of equations (2.2.10) 
and (2.2.12) we use Todaro's example. Equation (2.2.10) im­
plies that if the growth rate of modern sector employment 
(y=.04), the natural rate of urban labor force [b=.02), the 
rural-urban real wage differential (a=1.0), and F(a)=a, then 
in equilibrium, modern sector employment would absorb only 
one-third of the urban urban labor force. In terms of equa­
tion (2.2.12), if the earning differential increases by 20 
parcent (dF(a)), the rate of modern section job creation 
must grow by an additional 1.9 percent to prevent the equi­
librium rate from falling below its original.
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In summation, the policy implication emerging from 
Todaro's model is that as long as the urban rural wage dif­
ferential continues to rise through government subsidies, 
the rate of migration to urban areas will exceed the rate of 
job creation in the modern sector. In other words, an in­
crease in the rate of job creation would lead to an increase 
in the urban unemployment (Todaro paradox). An alternative 
solution, as Todaro suggested, is to make rural life more 
attractive.
Zarembka [1970) was among the first economists who cri­
ticized the above model in two respects. First Todaro did 
not assume that migration level depended on rural popula­
tion, and second Zarembka belaived that he found an error in 
equation (7) and therefore, he replaced it with the follow­
ing equation:
S Yu{t)-Yr(t)
 [t) = b +TI [t) F -------   (2.2. 13)
S Yr [t)
With this correction, the new rate of change in the urban
labor force is:
S A Tl(t) Yu(t)-Yr(t)
 ft) = b + ----[ t)  , (2.2.14)
S S Yr[t)
if we assume F(X) = Rx where R is the percent of rural popu­
lation that migrates to urban areas and X is constant, the 
eguilibrium condition for the model is:
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A(t)
Y B + R — —---
* s It)
E  -------------------------------------- [2.2.15)
A(t)
Y — b + I If ay} R
S(t)
Where a, the ratio of urban to rural real income. Equation 
(2.2.15) simply shows that an improvement in employment op­
portunity in the urban sector will increase the unemployment 
rate through the resultant initial increase in the probabil­
ity of finding employment and thus in migration (Zarembka, 
1970). This conclusion is the opposite of Todaro's model 
(see equation 2.2.10).
A more rigorous tuo-sector model eas presented by Kar- 
ris-Todaro [ henceforth referred to as HT) in 1970. They 
believed that the conventional economic models are not able 
to provide rational behavioral explanations for rapid in-ai- 
gration and high unemployment in urban areas of LDCs. The 
model they employed is a two-sector closed economy with ur­
ban unemployment and wage rigidity. The underlying assump­
tions of this model are as follows:
1- Rural-urban migration depends on expected urban real in-
2- Both capital and labor are perfectly immobile. Capital 
and land are assumed fixed. Therefore, the production func­
tions essentially have labor as the only input to be deter­
mined in each sector.
3- The expected urban wage is equal to a fixed minimum wage.
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4- ft periodic random job selection process exists whenever 
the number of available jobs is exceeded by the number of 
job seekers.
5- Perfect competitive behavior on the part of the producer 
in both sectors.
The central problem in the HT-model, using the neo­
classical production function is to determine the allocation 
of labor between two-sectors. The essential elements of 
this model are:
Xa = g { Na, L, Ka ) or g[ Na) where g'> , g"<0 {2.2.16)
Xm = f{ Nn, Zm ) or f( Ha) uhere f > , f-KO {2.2.17)
where Xa and Xm are the output level of agriculture and ma­
nufacture respectivly; Na and Nm are the input labor in
two-sector; K is capital, and L is land. The relative price
of Xm in terms of Xa is determined by:
P = p{ Xm/Xa ) , p*>0 {2.2. 18)
Where P= the price of agriculture in terms of manufactured 
goods. The wage rates in both sectors are:
Ha = P. g" and Ha = f ' >= 3m (2.2.19)
where Hm represents minimum wage.
The urban expected wage is:
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e Wm Nm Hm
H = ---- —---— ——< = 1 . [2.2. 20)
u Nu Nu
The labor endowment N is allocated between the two-sector 
by;
Na + Nu = Nr + Nu = N (2.2.21)
The equilibrium condition will prevail at the point where 
the expected urban wage is equal to the rural wage rate:
e
Ha = H . (2.2.22)
u
The migration is defined as a positive function of the 
expected wage differential:
Hm . Nm
Nu = Y ( ------------  P.q*) Where Y'>0 and Y (0) =0 (2.2.23)
Nu
where Nu is the rate of growth of the urban labor force with 
respect to time. If we rearrange equation (2.2.19) to 
(2.2.22), then equation (2.2.8) becomes;
f • Nm
0 = P( Xm / Xa ) q * -------------= 0 . (2.2.24)
N - Na
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Solving the implicit equation 3, we can show the level 
of input and output as well as the eguilibrium combination 
of agricultural and manufacturing employment which is unique 
for any given minimum wage. The combinations of labor in the 
two sectors are shown in Figure 2.3,.
Na I
y=0
Nm* Nq Nm Nm
Figure 2.3; Allocation of labor Force in the Two Sectors 
Source; Harris, G. T. and B. P. Todaro, 1970, P.lhO.
Point Z represents the equilibrium full-employment when 
minimum wage is equal to the market-clearing wage rate. When 
minimum wage is set above the market-wage rate, the equili­
brium employment point will be inside the triangle (Na Nm 0) 
like point H. At this point Nm' and Na’ are hired by two
5 1
sectors and Nm*-Nn is the urban uneaploynent. Similarly, 
the impact of a minimum wage on the production level is 
shown in Figure 2.4,.
Xm
Xm
1_
Xa0 Xa
Figure 2.4: Combination of Output in the Two Sectors
Source: Harris, G. T. and a. P. Todaro, 1970, P.140.
where TT* is the production possibility curve.
Given the minimum wage and without internal migration, 
the economy will settle at point E, where Xm and X'a will be 
produced by the two sectors. However, due to internal mi­
gration the economy will settle at point D. At this point, 
the output of the agricultural sector will fall to Xa" and 
the social welfare will decrease from 02 to 01.
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Harris and Todaro concluded that i nplementing wage sub­
sidy {shadow-wage) or public-sector hiring will increase so­
cial welfare temporarily to 03. However, eguilibrium point 
1 is unstable so long as the wage actually received by work­
ers exceeds agricultural earnings. As a result of the migra­
tion to urban centers, urban unemployment will increase. The 
new point of equilibrium is less than full-eaployment L.
In sum, the essence of the HT-model is;
1- The two sectors are related through labor migration.
2- Wage rate has a dual function. It determines the level of 
employment in the modern sector as well as allocation of la­
bor between the agricultural and modern sectors.
3- If one additional job is created in the modern sector, it 
will induce migration by more than one.
4- The opportunity cost of industrial workers is greater 
than agricultural workers. This implies that an increased 
income in the modern sector will increase migration and re­
duce the agricultural output. An increase in agricultural 
output will induce reverse migration without reducing indus­
trial output.
The policy implications of the HT-model are:
1- Wage subsidy or a migration-restriction policy lead to a 
welfare improvement.
2- A single policy instrument can not bring ful1-employment.
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3- To achieve full-employment, one must use a combination of 
two policy instruments- As Figure 2.4 shows, subsidies must 
be used in the modern sector to the extent that the value of 
the marginal product of labor becomes equal in both sectors 
(point L) , and the second policy must be the restriction of 
migration flow to prevent urban unemployment.
4- The fiscal requirement of subsidy suggests that altering 
the minimum wage may prevent the problems of taxation.
2.2.2 Extension and Hodification of Received Theory of 
nigration
The publication of the HT-model or received theory of 
migration generated a vast literature in the nigration field 
(Johnson (1971); Stiglitz (1974); Bhaguati and Surinivasa 
(1974); Fields (1975); Colliier (1978); Bhatia (1978); and 
so forth). Each of these studies intended to extend, modi­
fy, or criticize the structure and the results of Todaro and 
HT-models. For example, there is a sharp difference between 
the model presented by Todaro and the HT-model.
Todaro, in his original paper concluded that an in­
crease in the rate of job creation would result in an in­
crease in urban unemployment. While in the HT-model, they 
concluded that urban job creation would reduce the urban un­
employment rate and increase real income. Todaro (1976) at­
tempted to clear the above differences. He pointed out that:
Since migrants are assumed to base their migration 
decision on the prevailing urban unemployment rate 
in the preceeding period, an autonomous increase
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in the rate of urban job creation ... has the 
immediate, ex ante effect of increasing the prob­
ability of a migrant successfuly finding a modern 
sector job by the same percentage rate as the rate 
of increase in job creation. The cumulative in­
duced migration that results will affect the urban 
unemployment rate and thus exert a negative feed­
back on ex post urban job probabilities. Whether 
the net effect will be a rise or a fall in urban 
unemployment rates depends on the magnitude of 
migrants' responses to higher perceived job prob­
abilities, that is, "elasticity" of induced migra­
tion. 1 ®
Of the several modifications of the basic Todaro model 
that have been published so far, the following are note-wor­
thy. Blonqvist [1978) attempted to find the underlying as­
sumptions in which Todaro's conclusion is different from
Harris-Todaro (1970). He points out that the differaca is 
not due to short-run or long-run analysis, but it is because 
of incorporation of two different vieus regarding the inter­
action between migration and the urban labor market. He 
suggested a single model which is the synthesis of the two 
models.
Bhagwati and Sriviansan [197h| demonstrated that the 
second-best solution in the HT-analysis, requiring control 
of migration plus an urban wage subsidy to obtain the opti­
mum production, is not necessary since a first-best solution 
can be achieved by means of a variety of alternative tax or 
subsidy schemes. Fields [1975) extented the HT-model by in­
cluding the following four assumptions:
Todaro, M. p. " Urban Job Expansion, Induced Migration 
and Rising Onemployment, Journal of Development Econom­
ics. Vol. 3, 1976, PP. 215.“
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1- The probability of obtaining an urban job is not limited 
to urban labor- Once an urban job becomes avialable, urban 
residents have a better chance than rural workers to be 
hiried.
2- There is a high probability of an educated person being 
able to obtain a job in the modern sector.
3- There is a possibility of labor turnover.
a- The economy consists of three sectors: agricultural,
murky, and modern.
In this three sector economy, workers chose among avai­
lable labor market alternatives based on the present dis­
counted value of expected future income 7i. This can be pre­
sented by;
t
V ={(Wu(t)Eu (t) + Hm(t)Em (t) + Ha(t)Ea (t) ) } / [1/( 1+r) }
i i i i
where E is the probability of being employed in different
sectors. In the light of the above analysis, he suggested 
several policies to tackle problems of unemployment, includ­
ing the setting up of an urban/rural job center to reduce 
the cost of searching for a job. He concluded that the lev­
el of unemployment predicted by this model is less than what 
the HT-model had predicted.
Corden and Findlay (1975) presented the HT-model with 
some modification geometrically- For this purpose, they in­
5 9
troduced in the HT-model capital mobility and economic ex­
pansion. The effect of capital mobility depends on manufac­
turing elasticity. In general, the model predicts that in 
the presence of minimum wage, capital mobility raises manu­
facturing output and lowers agricultural output. The impact 
of change in the supply of labor and capital corresponds to 
the Rybczynski theorem, by which an increase in total capi­
tal (labor) while labor (capital) supply is unchanged in­
creases the manufacturing (agricultural) output. Finally, a 
Hicks-neutral technical progress in the modern sector in­
creases both output and employment, but increases urban un­
employment. Similarly, technical progress in the agricultur­
al sector increases both output and employment but reduces 
urban unemployment.
2.2.3 Surplus Labor and Internal Higratign
Ontil Bhatia (1979), the HT-analysis and its extension 
had ruled out the possibility of surplus labor. For example, 
Todaro implicitly denied the possibility of surplus labor by 
suggesting that migration will reduce the agricultural out­
put [see figure U). Bhatia extended the HT-model by includ­
ing surplus labor and flexible w o r k - h o u r s . T h e  Bhatia's
1’ The concept of surplus labor was introduced by Eosentein- 
Eodan (19h3) and extensively analyzed by Lewis (1954). 
Lewis hypothesized that the rural areas of LDCs are char­
acterized by surplus labor with negligible, zero, or ne­
gative marginal productivity. This, of course, implies 
that the removal of labor from the agricultural sector to 
the industial sector will not affect the agrarian output. 
In other words, labor can be removed from the traditional
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model is based on labor-leisure choice by individual pea­
sants, and it is hypothesized that an individual will move 
if the utility derived from income is greater than the di­
sutility of the move.
Based on the above hypothesis he concluded that while 
the basic HT_model is sustained, several new results emerge 
from the inclusion of surplus labor and flexible work-hours.
1- Hhen minimum wage rate increases, peasants move to the 
modern sector even if the expected urban wage remains un­
changed.
2- a given increase in the expected urban wage will cause
larger out-migration than the HT-nodel prediction.
3- If society assigns some value to extra consumption gener­
ated by an increase in employment, the shadow wage rate of 
labor will likely be less than the minimum wage.
sector with no social cost, and consequently, the supply 
of labor to industry is unlimited as long as disguised 
unemployment prevails.
Over the years, this concept has promoted a number 
of important works, theoretical as well as empirical. 
For example, Schultz [1966) sees no evidence of surplus 
labor in LDCs. Viner (1957) and Higgins (1959) were skep­
tical about the existence of surplus labor. In contrast. 
Sen (1966) demonstrated that the necessary and sufficient 
condition for the existence of surplus labor is the con­
stancy of the marginal rate of substitution between in­
come and effort. Takagi (1976) presented an analytical 
framework in which he demonstrated the condition that re­
moval of labor may increase, decrease, or not change ag­
rarian production. For more detail, see Takagi, Y. "Sur­
plus Labor and Disguised Unemployment" Oxford Economic 
£âESE" Vol. 28, 1976, PP. 647-57.
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The policy implication of this model suggests that in the 
presence of surplus labor and flexible work-hours, subsidy 
will not lead to an optimal condition.
2.3 RMÎII OF EHPIHIÇAL FINDING OF PBEVIODS
The preceding brief sampling of the various migration 
literature indicates that the decision to migrate in specif­
ic cultural, economic, and social environments is influenced 
not only by the constraints imposed by those environments 
but also depends on the perception, attitudes, opinions, and 
values of individual migrants. Meanwhile, the economic vari­
ables such as employment, growth, and income equality, are 
profoundly affected by the migration process. For a re­
searcher seeking an understanding of the entire process of 
migration, an ideal strategy would be to adopt a methodology 
in which the causes and consequences of migration can be an­
alyzed simultaneously. Unfortunately, a review of migration 
studies reveals that most empirical studies are concentrated 
on determinants of migration via sample survey analysis or 
single equation econometric models.20 However, recently, 
some of the empirical studies are using a more realistic ap-
20 The pricipal factors or explanatory variables which have 
received more attention in various studies are; age and 
sex (Thomas, 1958); marital status (George, 1971); educa­
tion (Barnum and Sabot, 1976); wages and salaries (Okun, 
1968; Greenwood, 1968); employment opportunities (Blanco, 
1963); place utilities (Brown et al, 1970); unemployment 
and probability of finding gob (Todaro, 1975); factor al­
location (Gallaaay, 1967); and a cost benefit model 
(Speare, 1971) .
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proach by considering both the cause and consequences of 
migration via simultaneous equation [Salvatore, 1980).
An extensive exploration of migration literature shows 
that a major contribution has been made by economists 
through econometric study rather than sampling survey analy­
sis. The econometric studies of the determinants of migra­
tion normally have offered the potential both for identify­
ing factors that influence migration behavior and for 
quantifying their importance. Most of these studies tend to 
be cross-sectional rather than time series analyses, and 
most use aggregate census data to explain point-to-point mi­
gration. Typically, researchers used multiple regression 
analysis yith log specification. For example, the functional 
relationship used in many studies is as follows;
Hij = f( Wi, Hj, Pj, Oi, Uj, Gi, Gj, Dig, Ei, Eg, QLg, DU).
where migration from [i) to [g) is [Nig) is dependent on 
wage rate (W) , population (P), unemployment (0), government 
expenditure (G) , the distance between i and g (Dig), educa­
tion (E), quality of life (QL), and degree of urbanization.
Host of the empirical findings in LDCs such as for 
Egypt [Greenwood, 1969); Tanzania (Barnum and Sabot, 197h); 
Brazil [Zap, 1976) ; Taiwan [Speare, 1971); and Venezuela 
(Levy and Hadycki, 1974); confirm the importance of one or 
several of the above independent variables as the signifi­
cant factors explaining the migration process. Also, most
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econometric studies of determinants of migration tend to be 
cross-sectional rather than time series analyses and are 
based on aggregate data. The use of aggregate data normally 
raises a number of problems and* therefore, reduces the use­
fulness of results for prediction- The problems can be spe­
cified as follows:
1- Most studies of aggregate data lump together people of 
different ages and educational levels.
2- Most aggregate data does not distinguish between diffe­
rent types of migration processes.
3- Aggregate data does not distinguish between army person­
nel uho are more migratory than civilians.
i- Aggregate data does not measure different stages of mi­
gration. For example, a migrant may move from a rural area 
to a small town and later from a small town to an urban 
area, or he may return back to his original place after a 
while.
5- Measuring point-to point migration, which is the number 
of people who moved from place (i) to (j) during the year 
[t) or the people enumurated in place [j) in year [t) who 
were born in place (i) does not measure the directional 
growth flow between the two areas {Yap, 1977).
Therefore, the extrapolation of the conclusions based 
on aggregate measures to the individual decision maker may
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not be a legitimate procedure- The use of aggregate data may 
mask some of the factors important to the individual’s deci­
sion while at the same time exaggerating others (Navratil 
and Doyle, 1975).
Because of the above problems, recent migration studies 
have turned to longitudinal microdata. Residences are re­
ported at the time of the initial interview and at each sub­
sequent interview (De Jong and Garden, 1981). However, the 
microdata are very expensive and time consuming. Some migra­
tion researchers instead use a one time interview at the 
destination point. Consequently, there are a number of 
problems associated with this type of sample survey analy­
sis. The t'jo most important problems are the complexity of 
the questionnaire design and the tendency for migrants to 
rationalize a move already made by stating a variety of ac­
ceptable motives which may or may not be the actual ones.
In general, the empirical results are consistent with 
those theoretical reviewed in the previous sections. For ex­
ample, Table 2.1 presents the responses to a number of rea­
sons for moving which have been surveyed in several develop­
ing countries. The table clearly indicates that people move 
for economic gain from poorer areas to wealthier areas.
Unfortunately, study on the impact of internal migra­
tion is very limited (Greenwood, 1975; Salvatore, 1980; Yap, 
1976). Recently however, numerous studies have been made
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TABLE 2. 1
Reasons for Rural-Orban Migration Given by Male and Female 
Respondents in Selected Countries, by Percentages
1 Indonesia Iran Korea Thailand
1 3ULV 
1 H F M F H F M F
1 Seeking Better job 42 23 64 3 63 19 14 9
1 Seeking Work - - 14 5 - - 45 40
JJob Transfer 8 10 11 . 5 13 3 5 .4
1 Start New Business - - - - 10 5 - -
1 Marriage - 36 .4 74 1 3 - -
JJoining Family - - 3 12 2 46 19 37
(Education of Self 41 26 2 .7 2 3 17 13
1 Education of Child - - - - 5 21 - -
]Others 9 5 5. 6 4.2 4 0 0 .6
Source; Adopted from De Jong, G. F« i and Ro Bo Gorden, Mi.grat
Decision Making, New Y ork; Pergamon Pre ss. 1981, P. 3
seeking to ascertain the interrelationship between economic 
growth, labor supply, unemployment, and regional differen­
tial via simultaneous equations. Yap (1976) demonstrated 
that migration has been a beneficial factor in the economic 
growth of Brazil. Salvatore (1980) showed by a simultaneous 
equation, that internal migration in Italy resulted primari­
ly from South-North differences in rates of unemployment and 
real wages. He also concluded that internal migration reduc­
es South-North inequalities. Greenwood (1978) also estimat­
ed the relationship between migration and economic growth in 
Mexico. The results show that while greater regional employ­
ment growth induces in-migration, in-migration, in turn, ac­
celerates employment growth. In contrast, out-migration de-
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presses employment growth, especially in the agricultural 
sector. Finally, the result shows that regional earnings 
distribution are improve where earning and employment growth 
are proceeding most rapidly, and worsen where unemployment 
is growing rapidly.
Empirical findings also indicate that migration tends 
to increase the cost of urbanization. In general, local go­
vernment in urban areas tends to have higher per capita ex­
penditures than local governments in rural areas. For exam­
ple, the government of Bogata spends seven times more per 
capita in urban areas than rural areas [Linn, 1979). In 
Chile, 53.5 percent of the national investment in housing, 
46 percent of the investment in electricity, gas and wa­
ter , 36. 6 of the investment in education, and 27.9 percent of 
the investment in health were spent in the Santiago Metro­
politan Area [Lozano, 1973). Urban in-migration also tends 
to increase pressure on land price, water supply, environ­
mental pollution and medical services.
The validity of the Todaro model as well as the HT-mo- 
del, have been also tested by a number of migration re­
searchers. 21 Most of those empirical findings [Todaro, 1975; 
Fields, 1975), confirm the conclusion of Todaro's model.
21 For a review of recent empirical research on the validity 
of Todaro’model see, fl. P. Todaro, "Rural-Urban Migra­
tion, Unemployment and Job Probabilities: Recent Theoret­
ical and Empirical Research", in Economic Factors in Po­
pulation Growth, edo A, J. Coale [New York: John Wiley S 
Sons, 1975).
Chapter III
IHDnSTBIALXZitlOH AHD THE PATTERN OF INTEBHAL 
MIGRATION IN IRAN
In the previous chapters the migration theories have 
been reviewed from several different perspectives. In gener­
al, the all studies indicated that the process of internal 
migration in developed or developing countries is strongly 
interconnected with the processes of industrialization and 
urbanization. In other words, the process of economic devel­
opment strongly influences the location of people and eco­
nomic activities. Therefore, it is essential to study the 
socio-economic environment of a country prior to examining 
the pattern and level of internal migration.
During the past three decades or so, the Iranian socie­
ty witnessed a massive shift of population from rural to ur­
ban areas as well as from depressed provinces to developed 
provinces. This rural-to-urban migration or interprovincial 
migration is strongly affected by at least four factors, 
namely, J 1) Geographical conditions; (2) Government indus- 
trializat ion policy through national development plans; (3) 
Massive oil revenues; and {i\) Poor living and working condi­
tions in rural areas. The purpose of the present chapter is 
twofold; first, I intend to examine some of the above fac­
tors in connection with the process of internal migration,
—  6 7  —
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and secondly, to demonstrate and measure the pattern of in­
ternal migration and urbanization in Iran, especially during 
the intercensual 1966-1975.
3.1 THE PHYSICAL FEATDBES OF IRAN
Iran is a land of vast problems and great opportuni­
ties. Geographically, the country is extremely complex and 
suffers from several wide regional differences. These re­
gional differences originate from the peculiar geographic 
features of the country, the climate, the uneven distribu­
tion of mineral deposits, the lack of political or ethnic 
homogeneity, the generally poor means of transportation in 
the past, and foreign intervention.
Iran has a land area of approxinately 1,6h8,000 square 
kilometers lies between 39'50'and 2 5 ’ north latitude and 44" 
and 63' east longitude (Plan Organization, 1982). It is 
bounded on the north by the Soviet Onion, on the west by 
Turkey and Iraq, on the east by Afghanistan and Pakistan, 
and on the south by the Persian Gulf and the Gulf of Oman.
The extreme variety of Iran's climate is one of the 
factors responsible for the location of its people and its 
economic activities. For example, southern Iran in the sum­
mer is extremely hot with the temperature often rising over 
55*C while in winter, the great altitude of much of the 
country, along with its continental situation, results in 
far lower temperatures (-30' C in the northwest) than one
69
would expect to find in a low latitude country (Fisher, 
1969) .
The two major mountain ranges which arise in the west 
and north of Iran are the Zagros and the àlburz mountains. 
These, as well as the interior desert in central and south­
east Iran have very much affected the life style, location, 
and economic activities of the people.
Iran consists of 24 provinces; however, one can divide 
the country according to climate, rainfall, population den­
sity and land condition. The devision is made especially 
distinct by the two major mountain ranges and the two major 
deserts, into several regions as follows:
1- ilortharn and Northeast region: This region, which is lo­
cated north of the Alburze mountains, consists of the pro­
vinces of Gilan, Hazandaran, and a part of Korasan- The cli­
mate of this area is quite different from that of the rest 
of the country. This area receives considerable rainfall, up 
to 2000 mm. per year. Gilan, the second most densly populat­
ed area(next only to province of Tehran) is located in this 
region. The major crops produced in this area are: rice, 
tea, sugar, cotton, and tobacco.
2- North-Western region: This region is the next in terms of 
population and rainfall and is located in the northwest of 
the Zagros area. It consists of the provinces of East and 
West Azacbaizhan. It has fair rainfall, fertile soil, and
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severe winters (sometimes the temperature falls to less than 
-30' C) . The main crops in this region are wheat and barley 
(Plan Organization, 1982).
3- The central and Southern Zagros areas: this region which
is next in order of diminishing rainfall, consists of the 
provinces of Hamadan, Kermanshahan (Bakhteran), Isfahan, 
Shiraz, Harkezi, and extends as far as Tehran. It has moder­
ate rainfall and, in most parts, water is available. The ma­
jor crops are wheat, barley, and vegetables.
h- The interior Plateau and Eastern Highland: The center of
Iran consists of salt basins, many of which are coverd by a 
table of salt si/amp (termed Kavir) and partly of loosa-sand 
{desert). The rainfall is very scanty and, as a result, most 
parts of this area remain uninhabited. Furthermore, a part 
of this region still remains unexplored and is dangerous to 
travelers. The strong hot winds during summer often raise 
sand and make life very difficult for those few inhabitants 
in the area. Unfortunately every year the sand moves closer 
to the cities and villages around the 'Kavir' and in the 
course of time, many villages have been covered by sand.
5- The extreme South and Southeastern: This region consists
of the provinces of Kerman, Baluchestan, and Horraozgan. The 
rainfall is scanty and irregular and, as a result, the area 
is lightly populated except where water is available.
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5- The Plain of Kuzestan: This region is located in the far
southwest. It contains a very fertile soil, the major oil
fields and the outlets of oil. Most of the land in this
area is currently irrigated by the Dez Dam . Recently, most 
parts of this area have been destroyed by the Iran-Irag war.
Until recently, when the oil revenues allowed the go­
vernment to make massive investment expenditures in roads 
and communications, the geographical conditions have greatly 
restricted the process of internal migration. In fact, the
labor mobility among different areas began after the con­
struction of major roads and the first Trans-Iranian Rail­
way.
3.2 POPDllTIOil GHOUTH illD DRSIUIZITIOD
Detailed information on Iran's population was not avai­
lable until recently. Therefore, we have only the sketchi­
est idea of the population size and its characteristics. In 
ancient times there were quite advanced civilizations in 
Iran, with well developed city life and technology compara­
ble to that of Egypt and Greece. During those periods, a 
number of censuses were taken, and the actual population 
must have numbered in the hundred thousands- The counts 
were probably taken mainly to determine fiscal, labor, and 
military obligation and were usually limited to heads of 
housholds, and the males of military age. Women and childern 
were seldom counted.
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The first systematic record of population which in­
cludes factors such as size, sex, birth and death rates, and 
age began with the establishment of the Census Bureau (or 
Sabte Ahvale Keshvar) in 1928 (Bharier, 1971). However, 
geographical barriers, the nomadic life of those who lived 
in mountainous areas, and the lack of personnel prevented 
the agency from recording facts about births, deaths, mar­
riages and divorces of all the citizens of the country. 
Another attempt to enumerate the population was started in 
1939, but the occupation of Iran by the Allied forces halted 
census taking for more than 15 years (Bharies, 1971).
Since 1956, three population cesuses have been conduct­
ed in Iran. The first census uas tahsn in 1955, the second 
in 1955, and the third in 1975. As Table 3.1 shows, the po­
pulation growth was very small prior to the Second World 
War, but since then, population growth has sharply in­
creased, partly due to better health services and partly to 
a rise in the living standard.
Today, Iran’s population growth is among the highest in 
the world. According to the latest United Nations' report, 
the crude birth rate is 42.5, per thousand; the crude death 
rate is 11.5 per thousand; the annual growth rate is about
3-1 percent (United Nations, 1979). As Table 3.1 shows, 
from 1905 to 1955 the Iranian population increased by 8 
million, but an increase of comparable magnitude was at­
tained in the 10 years from 1966 to 1976. Similarly, it
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TABLE 3.1
Drban and Rural Population in Selected Tears in Million
1 Tears 
1
Total
Pop.
Urban
Pop.
Rural
Pop.
Urban/Total) 
Pop. 1
1------------
1 1906e 10. 29 2.16 8. 13 21 1
I 1916e 11.05 2.32 8.73 21 J
1 192 6e 1 1.86 2.49 9.37 21 i
1 193 6e 13.72 2.93 10.79 21 1
I 194 6e 15.93 4.13 11.80 26 1
1 195 6c 18.95 5.95 13.00 31 1
1 196 6c 25.79 10-56 16.51 41 1
1 1976c 33.71 15.86 17.85 47 1
Where [e) and {c) the estimated population and census figures. 
Source; Bharier, 1971; and Plan Organization, various issues.
took 50 years, for the rate of urbanization to increase fron 
21 percent to 31 percent, ahils it took only 10 years from 
1956 to 1966 to achieve the same rate of urban growth.
As Table 3.1 shows, the distribution of population is 
characterized by an increase in the proportion of population 
living in urban settings. For example,urban population in­
creased from 31 percent (of the total population) in 1956 to 
gi percent in 1966, and to U7 percent in 1976. An approxi­
mately 2. 4 percent increase in the population of primary ci­
ties [such as Tehran, Esfahan, Mashhad, and Karaj) was due 
to the natural growth of population. The rest of the in­
crease was a result of rural-urban migration or interprovin­
cial migration. As Table 3.2 shows, of the 15,86 million 
urban population which lived in 380 cities, 28 percent re­
sided in Tehran and/or 50 percent resided in only 10 cities.
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TABLE 3.2
Population of Major Cities, Their Rank, and Rate of Growth
During 1966-1976
Cities E
Population 
1966 1967 G Cities E
Fondation 
1966 1976 G
Tehran 1 2720 4330 68 Hamadan 1 1 85 166 95
Mashhad 2 410 668 63 Rezaiyeh 12 111 164 48
Esfahan 3 424 662 56 Ardabil 13 84 148 76
Tabrize 4 403 598 Kerman 14 85 141 65
Shiraz 5 270 426 56 Khrramsh. 15 88 140 59
Ahvaz 6 206 334 58 Qazvin 16 88 140 58
Abadan 7 273 294 08 Karaj 17 44 138 213
Kermansh. 8 188 291 55 Yazd 18 93 136 48
Qom 9 134 247 84 Dezful 19 84 121 44
Easht 10 144 334 62 Arak 20 72 117 62
Total 5172 8134 - - - 836 1411 -
1) R is the rank of Iranian cities
2) G is the ten year grouth of cities’ populations
3) Population in 1000
Source: Plan and Budget Organiztion, National Census of 
Population and Housing, 1968 and 1981.
Finally, the rural-urban population of different 
provinces in 1966 and in 1976 censuses are shown in Table 
3.3. The degree of urbanization is significantly different 
from one province to another and the province of Tehran ex­
hibits the highest degree of urbanization.
Although the population growth rate began to accelerate 
after World War II, in the mid 1970's Iran appeared to be 
moving through the stage of demographic transition in which 
the population growth rate approached a peak, and in fact, 
started to decline. However, events in the early 1980's, 
especially the war between Iran and Irag, as sell as the
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TABLE 3-3
Orban Population 8 Degree of Orbanization in 1965 6 1976
Provinces
Drban
1976
Drbz. [1) 
%
Drban
1966
Drbz.
%
Tehran 4,589,201 97.9 — —
Harkezi 1 ,048,947 41.5 3,505,970 70.3
Gilan 461,355 29.2 303,694 23.5
Mazandaran 776,819 32. 5 404,997 23.9
E. Azarbayejan 1,188,292 37.2 755,458 28.7
S. Azarbayejan 446,714 31.7 277,646 25.5
Kermanshahan 441,885 42.9 278,539 34.0
Khuzestan 1,275,109 58.3 883,057 51.7
Ears 872,768 42.9 580,848 36.7
Kerman 350,806 32. 1 196,476 23.3
Khorasan 1,245,258 38. 1 726,690 28.8
Esfahan 1,241,904 63. 0 551,811 52-8
Sistan 8 Balu. 162,854 24.5 72,149 14.4
Kordestan 190,375 24.3 102,398 16.5
Hamadan 325,176 29.9 230 .833 25.9
Chaharmahal 8 3a 140,272 35,0 87,552 29. 1
Lorestan 294,613 31-5 165,634 21.5
Ilaa 48,595 19.7 20,190 9.5
Boyer Ahmad 5 Ko. 30,867 12.6 15,359 8.1
Busheher 119,144 34.2 54 ,623 21. 1
Zanjan 144,613 24. 9 82,598 17.9
Semnan 117,413 47.5 84,182 40.5
Yazd 218,233 61.2 124,542 44.3
Hormozgan 123,462 26.7 53,000 15.2
Total 15,854,680 47.0 9,794,246 38.0
1) Drbz. is the degree of urbanization.
Source: Plan and Budget Organization, National Census
of Population and Housing, 1966 and 1976, Total 
Country, Tehran: Plan Organization, 1968 and 1981.
promotion of large families by the government, have a mixing 
effect on population growth. Moona knows what the rate of 
population growth in the 1980's will be.
Furthermore, between 1956 and 1976, Iran's population 
increased by approximately 15 million- The increase was
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mainly due to high fertility and declining mortality rates, 
especially among infants. Consequently, the population ac­
quired a substantial increase in the proportion of people in 
the non-tforking groups, relative to those of working age. 
For example, in 1966, 46.1 percent of the population were
under 15 years (or non-working age) and 50 percent in the
age group of 15 to 6U years. In 1976, 4U.5 percent were
still in the non-working group (Plan Organization, 1968 and 
1980) .
As Table A-7 in Appendix A shows, the population of
Iran is unevenly distributed among different provinces. The 
population density varies from 3.2 persons per kilometer in
the southeast to more than 107=5 person per kilometer in
Tehran province.
The dispersal of population is one of the important 
factors which policy makers need to consider in the process 
of national development planning. There are a number of
techniques available to measure the spatial distribution of 
population and the degree of concentration or dispersal of 
population within a country (Duncan, 1957).
Two of the techniques which may be used to measure the 
concentration of population are the 'Lorenz curve* and the 
'Gini concentration'. For example, by using the data provid­
ed in Table 3.4, the Lorenz curve is depicted in Figure 3.1. 
This figure shows that the Iranian population, like other 
LDCs, arc unevenly dispersed throughout the country. Simi-
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TABLE 3-4
Size and Number of Localities in Censuses 1986 and 1976
Size of No- of Poulation No- of Population
Localities Localities 1966 Localities 1977
500000 5 Over 1 2,720,000 4 6,357,479
250000-499999 5 1,780,000 4 1 ,244,880
100000-24 9999 8 1,170,000 15 2,052,945
50000-99999 15 1,070,000 22 1,481,294
25000-49999 30 1,080,000 47 1,487,782
10000-24999 72 1,100,000 111 1 ,648,794
5000-99 99 119 800,000 172 1,559,875
2500-4999 308 1,020,000 Na Na
1000-2499 2,087 3,010,000 Na Na
500-999 5,314 3,640,000 Na Na
250-499 10,415 3,660,000 Na Na
100-249 16,936 2,780,000 Na Na
<100 31,378 1,210,000 Na Na
All Localities 66,68 8 25,040,000 55,000 33,708,744
Source: Plan and Budget Organization, Bariaz -i Anar -i Iran, 
National Census of Population and Housing, 1966 and 
1977 Tehran: Plan Organization, 1968 and 1981-
larly, the Gini Concentration can be calculated for the sane 
period of t i m e - 22 asing the data in Table 3-4 the Gini con­
centration is equal to 0-75-
Both The Lorenz curve and Gini concentration indicate 
that the population distribution in Iran is extremly uneven- 
This is also true for a country like Venezuela, where the
22 To calculate the ’Gini concentration’ one must calculate 
both the cumulative proportion of poulation [Xi) and lo­
calities (Yi) for each size locality . The formula for 
calculating ’Gini Concetration* is Gi= [> Xi*Yi+1) - (> 
Xi+1*Yi). For more details see Duncan, Otis D-, "The Mea­
surement of Population Distribution" Population Studies, 
7ol- 11, 1957, PP. 27-45-
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computed Gini coefficient for persons living in different 
size localities were 0.7821 in 1961 {Onited Nations, 1980). 
Although the data for 1976 is not complete, evidence indi­
cates that the dispersal of population remained almost the 
same in 1976.
3.3 ECONOMIC DETELOPMEHT AND INTERNAL MIGRATION IN IRAN
In general, the process of Iranian economic development 
in relation to migration can be divided into three distinct 
eras. The first period started with Reza Shah's Industriali­
zation policy of the 1930s and ended with the occupation of 
Iran by the Allies in 1941. The second period started in 
1947 '.fhen the First National Developaent Plan y as submitted 
for approval to the parliament. It ended yith the Islande 
Revolution in 1979- Finally, Iran entered the post-revolu­
tion era in which the people's way of thinking as well as 
the government's attitudes, have significantly changed to­
ward economic development.
3.3.1 The State of Economy Before 19U1
In ancient times, Iran was a center for trade between 
East and West, but this activity disappeared as trade shift­
ed to the sea. For many centuries, the Iranian people did 
not have much contact with the West and as a consequence, 
little modern technology for the production of goods and 
services is used.
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At the turn of the century, Iran was an agrarian coun­
try and in spite of several centers of trade such as Hay, 
Isfahan, Shiraz, and Tabriz, the majority of the population 
was living in rural areas. In 1900, approximately 90 percent 
of the active population worked in either the agricultural 
or the nomadic sector. There was almost no large-scale in­
dustry, and the remaining 10 percent were handcrafters and 
merchants (Halliday, 1978). The application of new technol­
ogy or the so called * modernization of industry* actually 
started very slowly in the early twentieth cetury. Tabriz, a 
city near Turkey, became the main center of industry with 
two cotton textile plants, a sawmill, two match factories, a 
knitting plant and a soap factory (ailson, 1979).
The process of economic developaent accelerated in the 
second quarter of this century. In 1925, Reza Khan deposed 
the Qazar dynasty and established the Phahlavy dynasty. Be­
fore he went into exile in 1941, he brought a number of so­
cial and economic changes to Iranian society. First he cen­
tralized the state, crushed rebellious separatist movements, 
and built a modern army, which he used to enforce government 
control over the entire country (Kutouzian, 1981). By 1930 
about ten large-scale privately owned factories under vari­
ous state protections had been establised. However, during 
the 1930s, the increase in oil revenue as well as the impo­
sition of indirect taxes allowed Reza Shah to launch a num­
ber of economic programs, especially the establishment of
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state-owaed factories. The government believed that more 
factories were better than fewer factories, that state fac­
tories were better than privately owned factories, and vari­
ous protective devices must be employed in order to promote 
industrialization (Bharier, 1971),
Despite many economic achievments (namely the increase 
in the number of factories and the country's industrial ca­
pacity and improvements in transportation and education re­
lated to the Eeza Shah's policies), one must realize that 
many of the investment expenditures in this period were not 
economically sound. In fact, during this period because of 
the concentration of activities in only a few cities, the 
country began to experience rural to urban aigration. For 
example, Grahaa (1978) pointed out that Reza Shah emphasized 
the centralization and concentration of industry around the 
capital without any economic justification. For example, 
against professional advice, he altered the siting of a pro­
posed steel plant from Semmnan to Karaj (20 miles from Teh­
ran). Katouzian (1981) also criticized Eeza Shah in many re­
spects. He believed that Reza Shah’s economic achievements 
were not the consequence of a reasonable and relevant ap­
proach to economic progress. He pointed out:
Any investment expenditure would result in the 
building of roads, factories, schools, and banks; 
but an appropriate investment strategy is one 
which results in the allocation of the national 
resources to their best possible use. In simpler 
words, what matters is what the national economy 
gets from what it spends on building a factory, 
not the mere fact that a factory, any factory, has 
been built for everyone to see. Yet, on the basis
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of evidence it is clear that in his economic 
policies Eeza Shah wasted the national resources 
by investing them in projects which involved high 
costs and low returns.z3
The economic policy under Reza Shah was not only char­
acterized by its establishment of a state monopoly over for­
eign trade, but it also had considerable control over the 
distribution of domestic agricultural products. For example, 
the state acted as the sole buyer and distributor of wheat 
and barley. Under this policy, the agricultural prices were 
arbitrarily kept as low as possible and, in fact, the urban 
populations in Tehran and a few other cities were subsidized 
at the expense of Iran's rural society {Katouzian, 1981).
As a result of the above agricultural price policy, 
Iran remained predominantly agrarian. Agricultural methods 
remained primitive and little had been done to improve agri­
cultural productivity or rural living conditions. The agri­
cultural yield was low due to the land tenure system, absen­
tee landlord, poor irrigation, lack of education, and the 
shortage of capital.
One aspect of the so called modernization in this per­
iod was the redistribution of wealth from rural residents to 
a select few urban residents. Nearly all welfare service, 
especially education, health, and other public utilities, 
were concentrated in Tehran and a few other cities. In 
short, during this period, the Iranian peasantry was penal-
23 Katouzian, Homa, The political Economy of Modern Iran, 
New York: University Press, 1981.
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ized in every possible nay- Consequently, many peasants
started to move to cities, especially Tehran, searching for 
better jobs and improved working conditions.
When the Germans invaded Russia in 1941, the Allies 
wanted to send supplies to Russia through Iran, but Reza
Shah refused to do so because he was pro-German. As a re­
sult, on 23rd August 1941, Allied forces occupied Iran and 
Eeza Shah’s rule was terminated by the outside military in­
tervention. His son was placed on the throne at the age of 
21, a virtual puppet of the Allies, and a new era began in 
the history of Iranian economic development and process of 
internal migration.
3.3.2 Post-liar 2conoaic Develonnant; 'The lanact of Halti- 
yaar Natiofiâ! Çevelopaent Plan on Rural to Drban 
Rigratign
The occupation of Iran by Allies and the abdication of 
Eeza Shah brought a decade of freedom and a new era of eco­
nomic development. Immediately after Mohammad Eeza Shah was 
placed on the throne, liberties which had been denied the 
Iranian people since the days of the constitutional revolu­
tion were restored in the country. Political prisoners were 
freed, books and newspapers could be published without poli­
tical censorship, and people could speak freely now unafraid 
of being reported by relatives (Katouzian, 1981).
Indeed, the economic impact of occupation was devastat­
ing because the process of industrialization was halted for
an
more than 15 years. At the end of Borld War II, various ef­
forts, especially the formulation of several multiyear de­
velopment plans, have resulted in the establishment of 
large-scale industrialization and redistribution of popula­
tion. In fact, since 1947, when the first attempt was made 
to formulate a national development plan, there were pro­
found changes in the Iranian economy, as well as in the life 
style of people.
Basically, the idea of designing a systematic multiyear 
national development plan was begun as early as 1937, but 
due to a number of problems, it was delayed until 1947 when 
a planning board was established in the Industrial Mining 
Bank. The first seven year plan underwent several revisions 
because of technical and financial probleas but uas finally 
approved by parliament in 1949. To implement the plan, the 
government immediately established the Plan Organization 
{Bharier, 1971).
The First Plan, which was put forward by planners as a 
•Big Push* to achieve economic self-sufficiency, suffered 
from several deficiencies. First, it was a partial plan 
rather than a comprehensive plan. Second, the plan was a 
collection of infra structural projects without allowing for 
the share of private investment in economic development. 
Third, the plan consisted of independent projects without 
addressing any specific national goal. However, the planners 
realized that the development of a modern manufacturing sec-
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tDr based on heavy industry would be impossible without ade­
quate infrastructural improvements.
The plan categorized the project under six headings; 
agriculture, transportation, communication, mining and in­
dustry, oil exploration, and social welfare.- The projected 
revenue was to be comprised of 37.1 percent from oil revenue 
and 30.0 percent from foreign loans (Plan Organization, 
1957). Therefore, the First Plan was heavily dependent on 
the international market. For example, the drop in oil re­
venue resulting from the nationalization of oil and the sub­
sequent oil boycott against Iran by oil companies made the 
implement ation of the plan virtually impossible. is a re­
sult, at the end of the plan period many projects remained 
unfinished or were not implemented in the first place. As 
table 3.5 shows, the actual expenditures were less than pro­
jected.
The major achievements of the First Plan were limited 
to the establishment of several new factories, construction 
of roads and communication facilities, and a few minor im­
provements in the agricultural sector (Bharier, 1971).
The increase in oil revenue soon after the resumption 
of oil production and a new agreement between the government 
and Consortium, allowed the planners to propose a new plan 
t o  p a r l i a m e n t . The Second Plan, like the f i r s t  one, was a
2* The Consursum was a combination of several companies from 
different nationalities namely, American, English, 
French, and Dutch
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TABLE 3.5
Planned, Revised, and Actual Expenditures During First Plan, 
1949-55 in Million Dollars
Sector Project!
19 49 %
Revised
1952 %
Actual
1955 %
Agriculture 70.0 25 98.00 28 13.33 20
Transportation G 
Commmunication 76.6 27 103.33 29 20.06 29
Industry 6 Nines 53,4 19 70.67 20 31.96 47
Social Welfare 80.0 29 80.90 23 2.65 4
Total 280.0 100 352.0 100 68 100
Source; Plan Organization , Review of the Second Seven Year 
Plan, Tehran; Plan Organization, 1956.
seven year plan and consisted of a number of proposed state 
investaents uithout any reference to the role of private in- 
vestaent projects. The plan also had no general goal other 
than the heavy emphasis on infrastructural improvnent. As 
Table 3.5 shows, 34.9 percent of the funds were allocated 
for transportation and communication, 7 percent for industry 
and mines, and 21.6 percent for agriculture.
At first glance, one may judge that the planners' pri­
ority shifted from industry to agriculture. However, most of 
the funds that were allocated for the agricultural sector 
went into the construction of daas, such as the Kraj Dan 
which had nothing to do with improvement of the agricultural 
sector. In fact, the purpose of construction of these dams 
was purely for generating electricity and the provision of 
water supply for the Tehran areas.
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TABLE 3-6
Planned, Revised, and Actual Expenditures in Second Plan , 
1955-62, in $ Million
Sector Projected
1955
Revised
1958
Final
Revised
Actual
1962
Agriculture 5
Irrigation 239.71 287.65 326.41 308.47
Transportation S
Communication 300.28 360.33 433.85 393.95
Industry 5
Mines 233.95 166.74 120.93 116.09
Social Welfare 292.12 290.54 202.45 171.13
Orban Const. - - — 0.24
Total 921.06 1105.26 1083.64 990.14
Source: Plan Organization , Review of the Second Seven Year 
Plan,Tehran: Plan Organization, 1956.
The combination of expansion of credit to the private 
sector, the provision of a favorable environment for private 
investors, the increase in government expenditures during 
the Second Plan, and rapid in-migration to the capital city 
of Tehran produced Iran’s first major economic boom which 
lasted until 1960. The expansion of private investment was 
mainly in consumer goods, especially in textiles, cooking 
oil, sugar, bricks, and housing. For example, investment in 
construction in Tehran rose by 85 percent in 1958 and 130 
percent in 1959 [Looney, 1982).
Despite huge government expenditures, the major ac­
hievement of the Second Plan was once again limited to in­
creases in the capacity of state owned factories, especially
textile, sugar, and cement, as well as the establishment of 
a few new plants such as chemical fertilizer plants. Several 
new roads were constructed and three dams were built,
at the end of this period, the planners realized that 
economic development is impossible without a comprehensive 
plan in which one or several national priorities have been 
set. Therefore, the Third Five Year Plan that became effec­
tive from mid 1962 to 1967 was the first comprehensive plan 
in which the planners set a national goal of 6 percent in­
crease in output. Furthermore, for the first time, the Ira­
nian planning effort was aimed at coordinating the process 
of decision making between the national planning authorities 
and other governmental and private institutions vith regard 
to the parameters of planning. Despite unreliable data, the 
planners set the following o b j e c t i v e s :  ^ s
1- Hanpower development and provision of facilities for pri­
vate investors.
2- Attainment of a more equitable income distribution espe­
cially in the agricultural sector, by means of land reform 
and by a net profit-sharing program for industrial workers. 
However, no numerical target had been set up.
Evidence suggested that defining national objectives and 
searching for alternative strategies, programs and pro­
jects is not wise in a country with limited and unrelia­
ble data. For more detailed information see Baldwin, 
George, Planning and Development in Iran, Baltimore: 
Johns Hopkins Press, Î967.
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3- Improvement in agricultural, industrial, and 
infrastructural development.
H- Creation of a better coordination between the various go­
vernment agencies as well as provision of reliable data for 
the next development plan.
The planned and actual expenditures used to achieve the 
above objectives are shown in Table 3.7 As this table shows, 
the plan is divided into ten sectors and the terms of total 
expenditures are much greater than the second plan.
One of the important features of the Third Plan was the 
introduction and implementation of the first stage of land 
reform. Theoretically^, the main objective of land reform is 
to change the existing land tenure system uhicb is regarded 
as the main obstacle to improvement of agricultural produc­
tivity and rural underemployment.2* However, the main objec­
tive of the Shah’s land reform was to curtail the land­
lord’s power in rural areas, to encourage some of the 
landlords to invest in the industrial sector, and finally, 
the provision of cheap labor for new, privately established 
industry via encouraging rural-urban migration. As a result 
of this policy, agricultural production fell far below its 
target as the country began to witness the unprecedented.
z6 Before the land Reform Act of 1962, about 70 percent of 
the fertile land was owned by landowners, peasants owned 
about 15 percent, and remaining land belonged to the 
state, clergy, and other owners in which the share of the 
landowner was as high as three-fourth in production. For 
details see Lambton, A. K. S., The Persian Land Reform, 
1962-6 6, London: Oxford Oniversity Press, 1969.
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TABLE 3.7
Planned 5 Actual Expenditures under the Third Plan, 1962-67,
in $ Million
Sector Planned % Actual %[b)
Agriculture 6 
Irrigation 638.66 21.5 630.7 98.7
Industries S 
Mines 364.00 12.3 228.0 62.6
Energy 6 
Fuel 46.00 15.8 426.7 91.4
Communications S 
Telecommunications 760.0 25-6 717.3 94.4
Education 234.66 7.9 230.7 98.3
Health 177.33 6.0 176.0 99.2
Labor C 
Manpower 38.66 1.3 37.3 96-6
Urban
Development 97.33 3. 3 95.0 98.6
Planning 5 
Statistics 21.33 0.7 20.0 93.8
Housing 5 
Construction 165.33 5. 6 162.7 93. 4
Others - - 2.7 -
Total 2964.33 100 2728.0 92.0
a) S1=75 Rials
b) Percentage of actual over planned expenditure
Source; Plan Organization, Third National Development Plan, 
1 962-1967,Tehran: Plan Organization, 1965.
huge rural-urban migration during the 6 0 ’s and 70's. The an­
nual growth of the agricultural sector which was planned to 
grow at an annual rate of 4 percent grew only at an annual 
rate of 1.8 percent {Plan Organization, 1965?)-
In contrast, industrial output and employment signifi­
cantly increased during this period. This increase mainly
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resulted from f1) the implementation of land reform;(2) the 
government industrialization policies such as the protective 
measures for the protection of the domestic industry from 
foreign rivals; Î3) exemption of imported capital goods from 
custom duties; and (4) the supply of easy credit to indus­
trial firms which encouraged many private investors to 
launch large-scale industries in urban areas. Despite the 
economic recession of 1960-1963 which led to the reduction 
of output in many industries, the industrial sector enjoyed 
a high growth rate of 12 percent per annum during the Third 
Plan.
In summary, despite the huge increase in oil revenue
and foreign loans, the najor achiavannt of this plan eas 
U n i t e d  to annual gronth G>!P by only h. 4 percent. The inple- 
mentatioa of the plan also resulted in the completion of 
several dams and heavy industrial projects such as the steel 
mill, machine tool complexes, petrochemical plants, and the 
paper mill.
The Fourth Five-Year Plan [1968-1972) was more compre­
hensive than the previous plans. For the first time, the 
planners reviewed the major socio-economic problems which 
needed to be taken into consideration during the preparation 
and implementation of the Fourth Plan.z? Based on those so-
27 For the first time the planners took into consideration 
the fact that the productivity of capital, labor, and en­
trepreneurship is considerably lower in Iran than in the 
advanced countries. They believed the low productivity 
in the agricultural sector was due to (a) shortage of wa­
ter resources and inefficient use of water, [b) the use
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cio-economie problems, the planners set the following objec­
tives:
1- An annual increase of 9 percent in the GNP.
2- A more eguitable income distribution by increasing em­
ployment, extending social welfare to all, and expanding lo­
cal development.
3- A decrease in the dependency on foreign countries in 
meeting basic requirements.
h- The diversification of exported goods and searching for 
new foreign markets to sell the Iranian products.
D-IaprovsQent of adainistration services by advancing aanag- 
erial techniques.
The quantitative objective of the Fourth Plan was var­
ied, based on the priority of each sector. The highest pri­
ority was given to industry and mining with an average 
growth of 15 and 17.2 percent respectively, while the agri­
cultural sector had the lowest priority with an annual 
growth rate of only 5 percent.
of traditional techniques in agricultural production, and 
(c) the lack of credit to purchase modern equipment. In 
industry, the low productivity was due to (a) the shor­
tage of skill, fb) bad management, ;c) low-scale produc­
tion due to the limited market, and (d) the lack of suf­
ficient infrastructural development.
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The total projected expenditures under the Fourth Plan 
are shown in Table 3.8 According to this plan, the total de­
velopment budget rose from $ 3,000 million in the Third Plan 
to $ 6,900 million in the Fourth Plan. Still, the final re­
vised expenditure was increased to S 7,693.33 million, 20 
percent above the original allocation.
TABLE 3.8
Fourth Plan Projected Investment Expenditures, 1968-1972, in
$ Million
Sector planned %
1- Agriculture and
Animal Husbandry 866.67 13.5
2- Industry S Hiring 1320.00 20.6
3- Gas and Oil 350.57 5.5
4- Hater 646.67 10. 1
5- Power 506-67 7.9
6- Comm. 5 Transport 1066.67 16.7
7- Telcom. Tv E Radio 270.67 4.2
8- Rural Development 121.33 1.9
9- Drban Development 93.33 1.5
10- Construction S Housing 306.67 4.8
11- Education 466.67 7.3
12- Art E Culture 24.00 0.4
13- Tourism 50. 66 0.8
14- Health 5 Medical Services 183.33 2.9
15- Social Welfare 64.66 1.0
16- State 6 Regional Development 61.33 0.9
Total 6400.00 100
Source: Plan Organization, Fourth National Development Plan 
1968-1972, Tehran: Plan Organization, 1968, P. 63.
In terms of performance, while most of the Fourth Plan 
targets except agriculture and construction were net or sur-
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passed, the outlook of economic development progress was not 
bright, mainly due to the following problems:
1- In agriculture, due to the land reform, rural to urban 
migration, and the lack of available credit, the agricultur­
al production was far less than the needs of the rapidly 
growing urban population. Consequently, Iran, which was 
self-sufficient in the production of basic food prior to the 
early 196 0s, became rapidly dependent on imported basic food 
stuff after this time.
2- In industry, while the growth rate of output was very 
high, it was unfortunately oriented toward the production of
consuner goods resulting fron the rapid gro'Jth of urban po­
pulation. As a result, this sector, like the agricultural 
sector, heavily depended on the iaportation of intermediate 
goods, raw materials, and foreign technology. In summation, 
at the end of the Fourth Plan, the country was dependent on 
oil revenue, foreign loans, and the international market.
3- the level of rural-urban migration accelerated, mainly 
due to the execution of land reform and heavy government in­
vestment in urban areas.
The Fifth National Development Plan was enacted in 
March 197 3. However, there was an increase in oil prices 
soon after the October War between the Arabs and Israelis. 
Subsequently the Arab embargo increased Iranian oil revenues 
astronomically. Therefore, the new plan no longer was satis­
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factory to the Shah’s ambitions or to Iran’s new economic 
opportunities- As a result, the planners were under tremen­
dous pressure to draw up a new Plan to meet the huge oil re­
venues- The planners knew well that this extraordinary 
change in Iran’s financial position, during the course of 
one year was far from the absorptive capacity of the Iranian 
economy- But in January of 1974 the Plan and Budget Organi­
zation was forced to revise the year old Fifth Plan without 
fully considering the infrastructural bottlenecks- As Loo­
ney (1981) pointed out, the revised Plan stopped careful ma­
nipulation of resources which had been done more and more 
during the first four Plans- For example, targets and allo­
cations were increased aithout nuch thought to priorities, 
and the current budget aas considered acre than the develop­
ment budget.
The objectives of the Fifth Plan were similar to the 
Fourth Plan except that the planner increased the targets 
and allocation of each sector- Originally, the planner al­
located S 20,000 million but as Table 3.9 shows, the total 
funds allocated in the revised Plan jumped to $50 billion- 
However, as Graham (1978) pointed out, the real change was 
one lacking of substance. The planners simply allocated more 
money to be spent on bigger projects in a short time; better 
imported technology; the use of more foreign experts and 
skilled workers; and more money for the ordinary Iranian in 
terms of a higher salary or a subsidized basic food program;
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and finally more money for strengthening the army. As Table 
3.9 shows, the share of defense expenditures was almost as 
high as the share of economic affairs.
TABLE 3.9
Planned Distribution of Expenditures Onder Fifth Plan,
1973-78, in $ Billion
Chapter Planned
(revised)
General Affairs 12.26
Defense Affairs 28.95
Social Affairs 19.27
1- Education 7.3 5
2- Culture and Arts 3.4 8
3- Public Health 1.19
U- Social Security 
and Welfare 0.48
5- Youth Affairs 0.74
6- Urban Development 0.98
7- Rural Development 3.35
8- Housing 0.20
9- Environmental 0.24
10- Regional Development 
Economic Affairs 31.31
1- Agricultural S 
Natural Resources 5. 43
2- Water Resources 2.4 2
3- Electricity 3.67
U- Industry 5.41
5- Oil 4.9 0
6- Gas 0.75
7- Mining & Quarrying 0.9 6
8- Trans. 5 Communication 6.26
9- Postal Sercices S 
Telecommunication 1.25
10- Tourism 0.20
1 1-Commerce 0.06
Total 91.78
Source: Plan and Budget Organization, Iran’s 5 th Deve­
lopment Plan 1973-1978; Revised, Tehran: Plan 
Organization, 1975, P. 22.
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In terms of Fifth Plan performance, over the period of
1973-78, the GNP rose in real terms from $17 billion to 
$55.3 billion. The GNP increased about 40 percent in
1974-75, but the pace of growth slowed down to almost 17
percent in 1976-77. Unfortunately, despite the country's
\
large income and allocation of huge financial resources in 
the Fifth Plan, and despite the unprecedented growth rate of 
the GNP, the process of economic development has suffered 
from a number of problems. For example, during this period, 
the country encountered problems such as infrasructural bot- 
telnecks; a broadened gap between aggregate demand and sup­
ply; high-inflation; and a shortage of qualified management 
and/or skilled professional sorkers.
The immediate economic impact of the revised Plan yas 
in the huge increase in current expenditures rather than in­
vestment expenditures. The boom in government expenditures 
stimulated consumer spending so rapidly, especially in urban 
areas, that domestic producers could no longer meet the ra­
pid increase in market demand. Therefore, some of the demand 
shifted to foreign markets. As a result, the level of import 
increased voluminously so that the major ports were unable 
to unload imported raw, intermediate, or finished goods im­
m e d i a t e l y ,  Furthermore, there were not enough trucks to
28 In 1974, many ports not only were obsolete, but did not 
have adequate facilities to release the cargos immediate­
ly. In addition, the customs clearance procedure was so 
slow that many items were unloaded after 200 days. In 
fact in that year, Iran was forced to pay over $1 billion 
in demurrage charges (Graham, 1978).
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deliver the shipments on time. The limited capacity of ports 
and the shortages of transportation delayed virtually every 
project, created shortages of almost every-thing, especially 
building materials, and pushed the price of virtually every­
thing up.
The boom in expenditures also raised the income of or­
dinary people as well as skilled workers, such as welders, 
carpenters, machine-operators, mechanics and professionally 
trained personnel in urban areas. The immediate impact of 
higher wages was on the flow of migrants from rural to urban 
areas searching for better jobs and working conditions. Con­
sequently, small landowners were not able to hire cheap la­
bor at harvest. As a result, the cost of agricultural pro­
duction increased so high that agricultural production 
became unprofitable and forced many farmers to seek an urban 
job rather than working on their own land.
In summary, at the end of the Fifth Plan, the state of 
the economy had undergone a structural transformation, main­
ly from being an essentially agrarian economy to a dualistic 
economy. For example, as Table 3.10 shows, the industrial 
and service sector increased in output and employment signi­
ficantly, while the contribution of the agricultural sector 
to the GNP steadily declined. Furthermore, the growth of 
industrialization, which was encouraged by government, led 
to a fundamental shift in the geographic distribution of the 
economy. In fact, many of the industries were located around
9 9
the few large cities turning local, or mostly imported raw 
materials, into goods for the domestic market.Meanwhile, old 
centers such as Tehran, Tabriz, and Esfahan expanded signi­
ficantly, and new industrial cities like Arak, Ahwaze, Ghaz- 
vin. Bander-e-shahpour, Shiraz, and Kashan have emerged from 
the government’s development policies and quickly acquired 
considerable importance.
TABLE 3.10
Percent of Sectrol Contribution to GNP and Employment
sector 1962
GNP
-53
Emp
1967-
GNP
•58
Emp
1972
GNP
-73
Emp
1977
GNP
-78
Emp
igricultu re 24. 4 55. 1 21.6 49.0 10. 3 40.9 9.2 32.2
Ind ustry 17. 3 20. 6 20.7 24.7 12.6 29.0 18.5 33.2
Service 40. 0 23.8 36.4 25.7 23.9 29.5 34.6 34.0
Oil 12.3 0.5 18.0 0-6 50.6 0.6 34.7 0.6
Total 1 00 100 100 100 100 100 100 100
Source: Bank Harkazi -i Iran, Annual Report and Balance Sheet 
1967-1980, Tehran: Bank Markazi, Various reports.
In general, Iran’s industries can be divided into five 
groups: textiles, food processing, construction materials,
appliances, and petrochemical industry. From the beginning, 
the government has adopted a policy of import-substitution 
in order to reduce external dependency. However, the goods 
produced in the new industrial establishment are primarily
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designed to meet the demands of the middle class, who want 
consumer durables such as cars, television sets, refrigera­
tors, etc. These goods can only be produced using highly me­
chanized processes, which of course increases the need for 
imports of raw , intermediate, or capital goods. In other 
words, most of these new industries merely assemble imported 
components, resulting in the degree of value added domesti­
cally being minimal (Looney, 1982).
In terms of job creation, as Table 3.10 shows, these 
industries do little to solve problems of unemployment and 
underemployment. Most of the large-scale establishments are 
using capital-intensive processes which require few workers 
(Wilson, 1979). The numbers actually employed in industries 
such as iron, steel or petrocheaicals are relatively small. 
For example, modern manufacturing claiming 57 percent of to­
tal manufacturing and mining output, employed an average of 
only 150,000 or 6 percent of the whole industrial labor 
force (Katouzian, 1981). Or as Wilson (1979) pointed out, 
the amount of capital investment per job created in large- 
scale industries was as high as $1 million. In many cases, 
these industries need to hire expensive expatriate labor 
from the West to operate or service the machines. In total, 
the industrial development of Iran did not absorb enough la­
bor to decrease the problem of underemployment.
During the past three decades and more, the agricultur­
al sector remained undeveloped. In terms of land conditions.
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out of the total surface of 165 million hectares, over half 
is classified as uncultivatable, non-agricultural land and 
of the next half, only 11 percent or 15.7 million hectares 
is under cultivation [Bank Harkazi, 1979). About 6-0 mil­
lion hectares of agricultural land, are irrigated with mo­
dern water-storage system or from the ancient system of 
•qanats*. The rest of the land [9.7 million hectars) is al­
located to rain-fed agriculture which is common in the Nor­
thwest and the Northeast provinces [Bank Harkazi, 1979).
The chief factors limiting the size of agricultural 
production are (1) inadequate transportation and limited ac­
cess to market, [2) poor seeds [3) lack of application of 
modern techniques, [4) lack of proper irrigation system, (5) 
lack of adequate finacial resources, [6) the lack of govern­
ment price support policies, and [?) small unit farms. For 
example, about four-fifths of the farms are less than 11 
hectares [Loony, 1981).
OntLl the mid-1960's, Iran was self-sufficient in food­
stuff, but because of land reform and rapid rural to urban 
migration, the agricultural output failed to keep pace with 
increasing domestic consumption. As a result, the country 
started, ironically, to import vast amounts of foodstuffs 
from advanced coutries. For example, in 1975-76 imports of 
foodstuffs totaled $1500 million or 13 percent of the total 
imports. By mid-1978 the level of imported foodstuffs was 
estimated as high as $2000 million (Halliday, 1979).
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3.J» THE t r e n d  o f  IHTEHIAL iIGB»TIOH
As it was explained above, daring the past three de­
cades, the Iranian government, through multiyear National 
Dsvelopmant Plans, has tried to establish an industrial base 
comparable to Japan or even to western countries. One of the 
major consequences of such a policy was the rapid shift of 
population from rural areas into urban areas. Consequently 
as table 3.2 shows, several cities, especially Tehran, grow 
so fast that recently many planners and government decision­
makers have worried about first, the magnitude of rapid ur­
banization in different areas and, secondly, the impacts of 
rapid urbanization without proper planning. Therefore in the 
following attept aill be made to estimate the level of in­
ternal migration using different techniques during the past 
two decades (1966-1975).
To estimate the migration stream from rural to urban or 
from one province to another, it is necessary to define pre­
cisely the phenomenon being measured, as well as to derive a 
framework to approach the analysis. In general, migration is 
a form of geographic or spatial mobility involving a change 
of usual residence between clearly defined geographic points 
(Onited Nation, 1980). Therefore, an internal migrant is an 
individual who, within a given nation, moves from one re­
gional unit to another for a certain minimum period of time 
which is usually defined by a census bureau and other data 
collection agencies. Furthermore, every move is an "out-mi­
1 0 3
gration" with respect to the area of origin and an "in-mi­
gration" with respect to area of destination. Therefore, an 
in-migrant is a person who enters a migration-defining area 
by crossing its boundary from some point outside the area 
but within the same country. In contrast, an out-migrant is 
a person who departs from a migration defining area by 
crossing its boundary to a point outside it but within the 
country (United Nations, 1980).
Theoretically, we can identify at least sixteen catego­
ries of migration. The most important are:
1- Intra-rural migration: move within the traditonal peasant
sector of the periphery;
2- Rural-urban migration; aove fron a traditional sector of 
the periphery to the tradition sector of the town ;
3- Urban metropolitian migration: move from the traditional 
sector of town to modern productive sector.
U- Inter-provincial migration: a move from one province to
another.
In this study, an attempt will be made to study the rural- 
urban and inter-provincial migration.
The duration of the migration process ranges from a 
short term visiting, for business purposes or pleasure, to 
permanent settlement. However, in this study the short term 
visitor will not be considered as a migrant. The flow of
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migrants to the cities may be divided into temporary and 
permanent migration. According to Nelson, (1975), we may re­
cognize the following patterns of migration;
1- "Target migration". Many peasants, or those who live in 
small towns travel to the cities during particular seasons 
to accumulate some amount of money for a particular purpose 
(marriage, building a house, completing their education). 
They may return to their homes after they have finished 
their schooling or move to cities to seek temporary employ­
ment during the fall, because the small unit of land and the 
nature of work on the farm do not provide enough employment 
for the entire year. In spring and summer, they return to 
their original place, to nor.’c on their own land or on oth­
ers ' lands.
2- "Cyclic short-term moves" or rural-urban pool patterns. 
In this type of temporary migration, migrants move several 
times into an area and back to the original place,but each 
stage is a longer duration than for the target migrants. 
As Nelson (1975) stated, from the standpoint of the extended 
family rather than the individual migrant, this pattern of 
migration forms a "rural-urban pool." At any given time, 
some members of the family are in the city earning money, 
while others remain at home to cultivate communal or indivi­
dually held land and attend to other family interests. The 
rural base represents a permanent haven for those in the 
city who become ill, or are elderly or unemployed.
1 0 5
3- Permanant migration- The third type of migrants are 
those who leave the countryside and live in the city perma­
nently. This group expects to enjoy a better life in the
cities than in rural areas and as a matter of fact the in­
tention of this study, is to evaluate the impact of their 
decision upon themselves and the overall economy.
The three types of migration outlined above are not mu­
tually exclusive. Furthermore, there are many undecided mig­
rants who stay for their entire lives in the city or they 
may go back to their original place after a while. The rate 
of return to the original place is totally dependent on the
customs, culture, traditions, access to the land and the
right of the individual to reobtain the land he had before 
he left the village (Nelson, 1975).
3.4.1 Iethods of Measuring Internal Migration
Information on rural-urban migration and the flow of 
migration can be obtained either directly or indirectly. The 
source of data in measuring or estimating migration are cen­
sus data, population registration, and periodic sample sur­
veys- Until the establishment of an efficient system of po­
pulation registration, the census data will be the major 
source of information on internal migration.
1} Direct measures of Migration: Basically, migration can
be measured directly by continuation of registration, by ob­
serving moves when they happen, or by directly questioning
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individuals about their past moves, their previous residenc­
es from years before [usually 5 years), or their places of 
birth.
2) Indirect Measure of Migration: Information on internal
migration can also be obtained indirectly using two residual 
models. However, neither of these allows us to estimate 
either gross in-migration or grossout-migration. They are 
limited to estimating the net migration. These two common 
procedures which are explained in the following dicussion 
are 'vital statistics method* and 'survival ratio techni­
que'.
According to the 'vital statistics method’, internal 
migration can be estimated simply by comparison of total po­
pulation in each area in two successive censuses. The resi­
dual method uses the following formula;
P = P  + B -  D -  (I-O) (3.4. 1)
t+n t
That is, the population of an area (Pt+n) is equal to its 
previous population [Pt), plus births [B), minus deaths (D) , 
plus the differences between in-migration (I) and out-migra­
tion [0). This procedure assumes that international migra­
tion is negligible [Onited Nations, 1970). To calculate the 
net migration (HN);
NM = P - P - [B-D) [3-4.2)
t+n t
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Unfortunately, in Iran like in many developing nations, 
there is not only systematic information on births and 
deaths; therefore, estimation of internal migration can be 
done only by the use of ’survival ratio method’.
3.0.2 Survival Batio Method
The survival ratio method is another residual method 
which is commonly used in developing countries. In contrast 
to the ’vital statistics method’ the procedure is more con­
venient to use because it does not require accurate informa­
tion about the deaths and births. The basic information re­
quired in this procedure to estimate the net internal 
migration is a kind of survival ratio, and the nuaber of 
persons classified by age and sex are counted in each area 
and in the entire country in two succesive censuses [United 
Nations, 1970). The formula for estimating the forward net 
migration [FNH) is;
FNM = P - S [ P } (3.4.3)
i X i x*n ,t+n x i x,t
Actually there are two types of survival ratios: a Life 
Table Survival Batio (LTSE) and the Census Survival Ratio 
(CSH) - The (LTSE) is calculated as L x m / L x  from an appropri­
ate life table which lists the intercensual average mortali­
ty. The CSE can be obtained by dividing the population age 
(s+n) from the later census, by the population age (x) from 
the earlier one- Unfortunately, selection of the life table
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which contains the accurate average mortality is very diffi­
cult, especially in developing nations. Therefore, to cal­
culate the net internal rate many researchers are forced to 
use the CSE.
Actually, (xS.Px,t) which is called 'Forward Survival 
Ratios' is one alternative method for the calculation of the 
expected number of persons at the second census. Another 
alternative is the 'reverse survival ratio', which is simply 
the calculating of the number of persons that would have 
been [x) years of age at the earlier census, from the number 
who are counted as (x+n) years old in the second census 
[United Nations, 1970).z* The formula for calculating the 
’reverse survival ratio’ is:
1
RNH = -----{ F } - ? [3.h. h)
i X S i x+n,t+n i x,t
In practice, since these two procedures give different 
results, the statisticien usually uses the average of the 
two estimates as follows:
ENM + FNM 
i X i 2 
AM a  ------------------  [3-h.5)
z’ For more details see United Nations, üâSüâl H -  Methods 
of Measuring Internal. Migration. United Nation, 1970, P. 
25.
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One advantage of the census survival ratio is that it 
takes care of census error. But one shaky assumption under­
lying the CS8 is that mortality and census error have little 
variation in different areas.
3.4.3 Intercens u a l Migration in Iran, 1966-1976;
Information on internal migration patterns in Iran can 
be obtained directly or indirectly. As Table 3.12 shows, of 
the 15,854,580 persons who lived in urban areas, 72.8 per­
cent were born in the county ‘Shahrestan* of the same pro­
vince (Ostan) , and 27.2 percent had arrived through intra- 
provincial or in terprovincial migration. The table also 
sho’js that aales are aore aigratory than fenales and that 
interpro'/incial nigration is nuch greater than intraprovin­
cial migration.
The detailed information in in ter provincial migration, 
which is shown in Appendix A, demonstrates quite well that 
the province of Markazi (which contains the provinces of 
Markazi and Tehran) has experienced in-migration signifi­
cantly.
Although direct information in internal migration is
available from 1976 and 1966 censuses, they suffered from a
number of errors. For example.
The accuracy of the response is likely to vary 
from one question to another. If, as seems like­
ly, it can be assumed that one of the most impor­
tant causes of errors in response to these ques­
tions would derive from lapses of memory, then it 
would seem a priori that data on place of resi­
dence (x) years ago are likely to be less precise
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TABLE 3. 12
Population, by Place of Birth, Sex and Area for 1975
Place of 
Birth 5 Sex
Urban
No.
Areas
%
Eural
No.
Areas
%
Born in the same place of 
residence in census period
1) Total
2) Male
3) Female
*11,536,253 
5,905,113 
5,530,110
72.8
71.2
71.1
16,917,701
8,551,863
8,382,838
91.9
91.5
95.1
Born in Other Place 
of the same Province
1) Total
2) Male
3) Female
110,9221
750,911
658,280
8.9 
9. 1 
8.7
391,632
202,155
189,177
2.2
2.2
2.2
Born in Other Provinces
1) Total
2) Male
3) Female
2,757,600
1,551.393
1,203,207
17.1
18.7
15.9
187,126
280.510
206,886
2.7 
3. 1 
2.3
Source: Plan and Budget Or 
National Census of
ganisation, 
Population
riarkaz -i A mar -i 
and Housing, 1975,
Iran,
Total
Country, 1981.
than those based on birth-place or place of 
residence- To be sure, the place-of-birth question 
will yield less accurate results if there have 
been numerous or important changes in area boun­
daries during the lifetime of an appreciable pro­
portion of the population. But if the address at 
the some prior date is required, especially if 
this date is not in the very recent past, many 
respondents may not be able to remember accurately 
and easily the required information. A question 
such as 'Where were you living five years ago?' 
may well tax the memory of a person who has moved 
more than once during this period.3°
3 0 United Nations, M H H â l  11= Methods of Measuring Internal 
Migrât ion. New York: United Nations, 1970=
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similarly, many people may hide their places of origin 
or their previous residences. Therefore, the direct measure 
of migration may not accurately reflect the true internal 
migration.
Another way of getting information about the internal 
migration in Iran is simply to compare the intercensual 
growth rate of population of different provinces. As Table 
3.13 shows the provinces of Tehran and Esfahan experienced 
higher growth rate than the rest of the provinces.
A more convenient way of getting information about the 
net internal migration by sex, is the use of survival rates 
technique, which was explained in detail in the previous 
section. Table 3.14 shows the national survival ratio bet­
ween 19 55 and 197 5.
Using the survival ratio in table 14, and the provin­
cial population by age, in 1965 in Appendix A, the number of 
persons expected to live in different age groups in the cen­
sus period of 1976 are shown in table 16. As Table 3.15 
shows, by definition, the net interprovincial migration is 
the difference between the number of persons expected to 
live in 1976 and the actual poulation in 1976 [see Appendix 
A).
As Table 3.16 shows, provinces of Tehran [0BS=21) and 
Esfahan (0BS=5) experience net positive in-migration. In 
comparison, the province of Harkezi (0BS=17), which is lo­
cated around the province of Tehran, experiences huge net
112
TABLE 3.13
Provincial Population Changes during Intercensual 1956-76
PROVINCE POP76 POP6 6 % Change
1 BOYER AHMAD AND KOHGILOYEH 244370 190542 28. 25
2 BOSHEHR 347863 259101 34.26
3 CHAHABHAHAL AND BAKHTITABI 394357 301359 30.86
4 EAST AZABBAYEJAN 3197685 2636089 21.30
5 ESFAHAN 1969965 1424446 38.30
6 FAHS 2035582 1584539 28.46
7 GILAN 1581872 1293835 22.26
8 HAMAD AN 1088024 889892 22.26
9 H0SM32GAN 462440 349820 32. 19
10 ILAM 246024 213011 15.50
11 KEBMAN 1091148 841982 29.59
12 KEHBANSHAHAN 1030714 818685 25.90
13 KHOBASAN 3264398 2520779 29.50
14 KHDZESTAN 2187118 1706758 28.14
15 KOBDESTAN 782440 619700 26. 26
16 LORESTAN 9339 39 767374 21.71
17 HARKAZI 2518717 2257252 11.58
18 HAZANDARAN 2387171 1845270 29. 37
19 SEHNAN 246105 207907 18. 37
20 SISTAN AND BALÜCHSSTAN 664292 502626 32. 16
21 TEHSAN 4689497 2727811 71.91
22 REST AZABBAYEJAN 14076 04 1087182 29.47
23 lAZD 356849 281160 26.92
24 ZAHJAN 580570 461597 25.77
Source: Plan and Budget Organization, Harkaz Amar-i Iran,
National Census of Population and Housing, 1966 6 1976 
Total Country, Tehran: Plan Organization. 1968-1981.
out-migration. As mentioned above, the reason for unprece­
dented in-migration in these tao provinces is the fact that 
(a) the government spent millions of dollars in the province 
of Esfahan in the steel mill, and (b) most of the private 
firms are located in the provinces of Tehran and Esfahan.
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TABLE 3.14
Population of Iran by Age 5 Census Survival Batio During
1966 - 1976
Age in 
1966
Enumerated 
Pop. 1966
Age in 
1976
Enumerated 
Pop. 1976
CSE
1966-1976
- - 0 - 9 10,397,192 -
0 - 9 8,699,266 10 - 19 7,845,730 0.891634597
10 - 19 5,290,211 20 - 29 5,095,184 0.963134362
20 - 29 3,421,435 30 - 30 3,418,161 0.999043091
30 - 39 3, 166,474 40 - 49 3,123,015 0.986275270
40 - 49 2,215,668 50 - 59 2,056,262 0.928055105
Over 50 2,885,898 Over 60 1,850,851 0-641521015
Total 25,788,717 - 33,708,744 -
Source: Plan and Budget Organization, Markaz -i Asar -i Iran, 
National Census of Population and Housing, 1966 S 1976 
Total Country, Tehran: Plan Organization. 1968-1931.
TABLE 3-15
Expected Provincial Population by Age in 1976
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OBS 10-1 9 20-29 30_39 40_49 5 0_59 OVEB60 TOTAL
1 676 86 33047 22394 26045 12310 11695 173178
2 756 77 52775 33837 31582 19816 20649 234337
3 981 02 60630 35716 34 906 18269 20854 268477
4 8331 13 485743 352505 326254 205754 187353 2390723
5 431876 290529 173906 155321 113198 1 18620 1283449
6 494314 332452 193855 186701 1 19058 110843 1437724
7 404606 260086 158358 154960 107103 86195 1171308
8 2799 17 1706 30 114469 100628 74335 65493 805471
9 1010 12 63121 41066 49507 31705 29208 315620
10 68827 43076 25596 23862 16103 15351 192814
11 2576 36 166098 100989 103926 66358 6583 760839
12 251311 164920 104752 99986 64973 57325 743268
13 7492 90 466647 338403 314501 221110 192495 2282445
14 534359 362193 221765 198446 121409 113801 1551974
15 187065 115556 84357 80855 49540 44650 562544
16 253440 143656 94080 88962 59929 54550 6946 17
17 5730 14 454729 291232 263911 183307 175582 2041776
18 5895 02 371146 242380 216356 144825 115876 1680185
19 60945 43229 26486 22791 19584 15364 188399
20 157306 89972 62438 65495 42488 37273 454971
21 710245 581965 456357 348316 214956 176687 2498526
22 345576 201533 143045 138471 83532 74839 987097
23 78790 58141 31087 32630 24471 26278 251398
24 141420 83299 58576 58599 42130 34038 418063
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TABLE 3.16
Net Interprovincial Migration During 1966-76
Pro
Migrants Age
10-19 20-29 30-39 40-49 50-59 Over 60 Total
1 -5274 3712 5281 -735 -401 1792 4375
2 57 1506 26 3044 1689 2968 9289
3 -10028 -3142 1421 2768 5834 2183 -965
H -130070 -20096 10530 2 5477 8264 -1756 -107650
5 124 11 897 34692 33145 21689 13992 116827
6 32308 1156 11930 19369 13058 9779 87599
7 -32227 -22483 7828 10713 919 830 -34420
8 -4 54 71 -4491 9177 7485 8793 931 -23576
9 -1839 2776 117 798 -185 8255 9922
10 4564 5475 2711 4316 -401 3385 20149
11 16341 4169 12313 12456 15463 4157 64899
12 30 89 6 67 -1239 -755 457 -100 2119
13 -74 47 -11165 13945 14419 8935 -10787 7900
lh 682 20 8243 -18292 -19210 -•1 4653 98 24404
15 -23058 2008 -6807 -7280 -2090 -442 -37670
16 -22502 1851 13006 2873 513 2958 -1301
17 -18592 -92199 -77323 -57396 -47436 -59061 -352007
18 57 25 -24309 -29570 -21268 -■1 3341 -5698 -88462
19 -4992 -5539 295 2003 — 605 415 -3513
20 -6273 189 25 17469 8022 2382 6376 46901
21 3952 16 300598 81276 76455 60692 148233 1062470
22 -17298 -3085 -5453 -2306 -3087 -4432 -35662
23 -1628 -4853 8608 6084 4773 3689 16673
24 -21942 1666 6802 2336 452 -648 -11335
3. 5 COMCLOSION
Until 1936, The Iranian population was predominantly 
rural. The land conditions, availability of water, and the 
climate were the major factors responsible for the location 
of people and economic activities. Prior to that period, 
labor mobility was insignificant and the degree of urbaniza­
tion had not changed for several decades.
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The increase in oil revenues during the 1930s allowed 
the government to undertake a number of development projects 
which led to the improvement of roads, communication, and 
the establishment of a number of state-owned factories in 
urban areas, especially in Tehran. As a result, a number of 
migrants were attracted to those new industrial towns, 
searching for jobs and better living conditions. However, 
the level of internal migration remained moderate until the 
economic development was accelerated by the formulation of 
the First Multiyear Development Plan in 1947.
In fact, since the formulation of the First Plan, the 
Iranian economy has undergone a structural transformation 
from essentially an agrarian economy to a dualistic sconony, 
where the modern sector operates side by side with the trad­
itional sector. In terms of priorities, the First Plan gave 
the greatest emphasis to industry and mineral exploitation; 
the Second Plan to infrastructural development mainly to 
communication and transportation, and construction of sever­
al dams; the Third Plan to agricultural development by im­
plementing the land reform; the Fourth and the Fifth Plans 
to industrial development by encouraging private, foreign or 
domestic investment.
In general, since World War II, land reform and govern­
ment development policies were the major factors contribut­
ing to the rapid process of internal migration. In fact, 
prior to 1962, the decision to migrate was due to pull fac­
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tors for attraction of cities). However, as the gap between 
rural and urban income increased (due to government spending 
in urban areas), the decision to migrate became significant­
ly dependent on push factors in rural areas.
Chapter IV
THE THEORY OF ECOHOHIC COHSEQHEHCES OF IBTEBH&L 
HIGBITIOH IN LOGS
The importance of internal migration in the process of 
economic development has long been recognized as a possible 
mechanism for achieving growth, efficient allocation of re­
sources, and lower income ineguality (Ruznets, 1966). Unfor­
tunately, an extensive exploration of the literature in 
Chapter II has revealed that most studies in this area have 
focused explicitly on the determinants of migration and less 
has bean devoted to the comprehensive study of the conse­
quences of migration on migrants themselves as well as the 
economies of sending and receiving.
The reasons for the lack of such a comprehensive study 
are many. First, there is an interrelationship between mi­
gration and socio-economic factors. To include such rela­
tionships in any model has to be very complex- Second, there 
are no robust techniques for differentiating the causes of 
migration from the consequences of migration {Hath, 1970). 
The third major problem associated with the study of migra­
tion is the fact that the impact of migration on the economy 
of a country depends heavily on the socio-economic structure 
of that country- In one country it may have a beneficial im­
pact on both sending and receiving areas, while in another
- 118 -
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country it may have detrimental effects on sending and/or 
receiving areas. In light of the above discussion, the ba­
sic objective of this chapter is to investigate the impact 
of internal migration from different perspectives. There­
fore, in order to carry out the analysis, I intend to ex­
plain theoretically and empirically the major impacts of mi­
gration on the socio-economic factors, especially on: (1)
wage rate, (2) unemployment, (3) employment, ttt) output, (5) 
Government expenditures, (6) composition of consumption and, 
(7) environmental pollution in both sending and receiving 
areas.
4 .1  â N lL Ï T I C â L  îlODEL 0?  COilSEOO 23C ES 0 ?  H IG H àTIO H
In general, internal aigration has inportant influences 
on demographic and social, as cell as purely sconoaic varia­
b l e s . These variables, in turn, interact with one another 
in the next period. As Figure U.1 shows, there is signifi­
cant interaction between migration, employment, industriali­
zation, population growth, income distribution, pattern of 
consumption, the cost of provision of urban amenities, unem­
ployment, government expenditures, agricultural output, 
growth, environmental pollution, and social unrest. For ex­
ample, job opportunity, wage differential, amenities differ­
ential, and growth of urban areas all stimulate in-migration
31 Bock, P.G- and Rothenberg, I.F. , Internal Migration Po- 
Ü S Ï  3nd New Towns: Mexican Experience University of
Illinois Press: Chicago, 1979, p. 6
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and in-migration in turn affects employment growth and 
income distribution both in sending and receiving areas.
Unfortunately, there is not a sound theoretical model 
to explain the above interaction nor is there any agreement 
among economists over the possible beneficial or harmful ef­
fects of labor mobility in sending or receiving areas. Ex­
cept that the majority of researchers in this area believe 
that migration is beneficial to migrants (Yap, 1975; Hyrdal, 
1956; Kuznets, 1965).
However, in this study, to assess the impact of inter­
nal migration, two alternative models are presented. The 
first model explains the impact of migration among the re­
gions of an economy ahile the second model examines the im­
pact of migration between rural and urban areas.
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Population Growth;
Pressure on land 
Rural unemployment 
Low productivity 
Rural poverty
Industrialization:
Agricultural 
mechanization 
Transportation 
Communication 
Government develop­
ment policies 
High productivity
Urbanization : |
I
Differential job | 
opportunities ] 
Attraction of city] 
Availability of | 
better education,] 
better working & I 
living conditions] 
 1
.1
I
_ _ I
Pushed Factors 
1______
Pulled Factors 
_______ I
Migration Flow 
1
Consequences:
1- Population maldistribution
2- Overconcentration in some cities
3- Change in the pattern of 
consumption ezpeaditures in cities
4- Urban agglomeration
5- Wage differential
6- Industrial developaent
7- Increase in service sector
8- Reallocation of resources.
1 A- Societal Problems: ]
1 Poor living conditions j
1 in the cities and suburbs] 
I Onemployment and under- | 
i employment in the cities ] 
I Potential social unrest ] 
High housing cost, crime ] 
1 pollution, and amenities ]
B— Policy Problems:
Demand for more governmental 
services in urban areas 
Reallocation of resources at 
the expense of rural 
development 
Centralization versus 
decentralization of activity
I More Migration j
Figure 4.1: Cause and Consequences of Internal Migration in
LDCs
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4.1.1 Hodel I;The Beqional Economic I mpact of Labor 
M obility
In general, neoclassical economists (Bort, 1950; Kuz- 
net, 1966) regards internal migration (particularly from ov­
erpopulated rural areas to urban groaiag centers) as a desi­
rable characteristic of economic development and a necessary 
condition for efficient allocation of resources and obtain­
ing equitable income distribution through reducing wage dif­
ferential among the r e g i o n s . B a s i c a l l y ,  the neoclassical 
theory is a theory of factor mobility. The well-known as­
sumptions are; (a) perfect competition in product and input 
markets, (b) perfect mobility of resources, (c) homogeneous 
factors of productioa, (d) full employaent of resources^ 'a)
rationality of individuals, and (f) perfect information. In 
these circumstances, internal labor migration may be viewed 
as a response to wage differentials resulting from the lack 
of information about the output and input markets. This can 
happen as a result of geographical barriers among the vari­
ous regions.
To analyze the impact of migration using the above as­
sumptions in a formal way, consider that an economy consists 
of two regions, a low-wage region (A) and a high-wage region
32 An exception to the traditional neoclassical model, is 
the work of Kuznets. He hypothesizes that the process of 
development typically involves accelerated growth in the 
modern sector which slowly absorbs population released 
from the traditional sector. He shows that such a process 
would lead to an increase in relative ineguality in the 
early stage of development. For more details see Kuznets 
1966.
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(«) - The agricultural output (Xa) is produced in the 
low-wage region and fXa), the output of manufacturing indus­
tries in the high-wage, are produced by the use of two fac­
tors of production capital (K) and labor (L)- The two pro­
duction functions can be represented by:
Xa = Xa( Ka, La) (4# 1*1)
Xm = X k m ,  Lm) (h.1.2)
Both production functions are linearly homogeneous and con­
cave with respect to factors of production and satisfy the 
following properties:
Xia= dX/dh>0, :ci3= d X a / d L  >0,
Xka= ax/dK>0, X k m =  dXm/dK >0,
Dnder perfect competition in the product market and profit 
maximization, each factor is paid according to its value of 
marginal product;
Ha = p Xlaf Ka, La), [h. 1.3)
Hm = p Xlm( Km, Lm) , (4. 1.U)
Ra = p Xka{ Ka, La), (4.1.5)
Rb = p Xkm( Km, La), (4.1.6)
Where 0 = the real wage rate
R = the capital rental, and 
p = Pa/Pm
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Assume further that the rental ta capital are identical 
between the two regions iHa=Ba=E), but due to the lack of 
information the wage rate is diffferent (Ha<wm). If labor 
is a mobile factor and responds to expected wage differen­
tial,
B= f {E((Su-Ha)/Wa)} {1.7)
then labor moves from the low-wage region to the high-wage 
region.
As Figure 4.2 shows, out-migration puts upward pressure 
[Ha to Ha*) in the lower region and downs pressure [Ha to 
Hm*) in the higher region (Greenwood, 1975). In other 
words, if we assume that the monetary and noii-monetary cost 
of moving is equal to zero, than the process of migration 
will continue until wage equilization prevails in the two 
regions. Even if the cost of moving is not equal to zero, 
it is expected that the internal migration will reduce the 
wage differential significantly. However, the impact of la­
bor mobility on employment is, in both cases, dependent on 
the elasticity of demand and supply of labor. It may in­
crease if la L H ' > La’ La; it may decrease if L8 Lm' < L a ’ 
La; or it may remain unchanged if Lb L a ’ = La’ La.
anfortunatly, the above model does not explain the per­
sistence of wage differential between two regions. One may 
argue that the existence of wage differential is due to the 
assumption of continuous full employment, which is often in-
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wage
SmDa"Da
Dm
Sa*Da"
Sa'Da'
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vwm
W fx
La"' La' La 
Low-Hage Region
Ln Lm' Lm" Lm'' 
High-ffage Region
Figure <i.2z The Equilibrium Wage Rate and Employment in 
Both Regions
applicable to a multiregional system in which regional prob­
lems emerge because of geographical differences in the de­
gree of resource utilization or governmental development po­
licies. Similarly, the assumption of perfect competition is 
out of place in an economy where pure monopoly or monopolis­
tic competition are sore typical market structures. Finally, 
labor is not a homogeneous factor, and therefore wage dif-
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ferential is due to the amount of capital embodied in each
unit of labor.
If the assumptions of the neoclassical model are true, 
there are as Greenwood (1975) showed, reasons to believe 
that internal migration does not lead to the reduction of 
wage differential among the regions of a developing country. 
To demonstrate this point, let us include in the above model 
(a) the concept of interdependence between supply of and de­
mand for labor, and (b) the assumptions that each region
produces essentialy two commodities with different labor in­
tensity, one for local consumption and another for export. 
In this circumstance, because of interdependence between 
supply of and demand for labor, tha influx of cigrants to a 
high-wage region also will increase the demand for the goods 
and services which are produced for only local consumption. 
This in turn increases more employment and higher wage in 
the high-wage region. This implies that more migrants will 
be attracted to this region because the probability of get­
ting a job increases. In contrast, as a result of reduction 
in the demand for the production of locally consumed goods, 
the number of jobs available in the low-wage region will de­
cline. In other words, in-migration (out-migration) causes 
an increase (decrease) in demand for the locally produced 
and consumed commodity in the high-wage (low-wage) region. 
This is likely to increase (decrease) production and employ­
ment in high-wage (low-wage) region.
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Again as Figure 4.2 shows, an increase in demand [Dm') 
for labor due to an increase in the demand for locally con­
sumed goods will put upward pressure in the wage rate of the 
high-wage region [Hm') and the opposite effect in out-migra­
tion region- Consequently, the labor mobility may increase 
the wage gap among the regions rather than decrease it. 
However, the magnitude of total employment [increase or de­
crease) in both regions will depend on how labor-intensive 
the industry which produced the locally consumed commmodity 
is. Furthermore, if we assume that labor is heterogeneous 
rather than homogeneous, and the migrants are drawn dispro­
portionately from the younger, more skilled and more ambi­
tious sleaeats in the labor force of depressed areas, then 
it is safe to assume that the marginal product schedule of 
remaining workers could shift downward due to the loss of 
complementary input [Greenwood, 1978). This may decrease em­
ployment as well as wage rate in the sending areas and may 
increase the productivity and employment of receiving areas.
Agglomeration factors may also influence the wage dif­
ferential among the regions, especially in the early stages 
of regional development. Normally, one impact of the ag­
glomeration factor is the increase in productivity of fac­
tors of production, especially the productivity of capital. 
The main agglomerative factors are [1) development of indus­
tries which complement manufacturing production in the form 
of more efficient auxiliary industries, including the effi­
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ciency of large-scale production and utilization of an effi­
cient and specialized technical equipment; (2) growth of an 
efficient and specialized labor force due to the opportunity 
to work in the area; [2) economies in purchasing materials 
and in marketing the product due to the large scale of the 
industry. Firms do not have to maintain a large stockpile of 
raw materials because of close proximity to suppliers and 
their ability to obtain the needed materials regularly and 
upon short notice; and (4) reduction in general overhead 
costs of production of electricity, water, road, and commu­
nication. As a result, the capital moves to the areas wheio 
the productivity is higher due to agglomeration factors. As 
Figure 4.2 shoas, the demand for labor mill increase [Dm”) 
and, therefore, it will push the uage rate even higher [Dm” ) 
due to the complementary factors of production as capital 
moves to the high-wage region.
One of the important implications from the above model 
is that the wage differential will persist [in spite of in­
terregional migration) as long as the marginal productivity 
of factors of production for some reason are greater in the 
high-wage region. However, one factor which may force the 
system toward equilibrium is the magnitude of remittance 
which is sent by migrants for their families in the aggre­
gate demand of sending areas. If the amount of remittance 
is high enough, it may increase the demand for locally pro­
duced goods more than the reduction in the demand of those
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who left the area. In these circumstances, the wage differ­
ential may decrease rather than increase, if it is spent in 
consumption of locally produced commodities, or if it is in­
vested to improve the agricultural production. As point D in 
Figure 4.2 shows, it is expected that the increase in low- 
region demand from Da" to Da" (due to remittance) decreases 
the wage gap from lia' Wm" to Ha" Hm".
4.1.2 Model II: The Impact of Migration on Rural and Drban 
Areas
Today, one of the main features of many LDCs is the un­
precedented movement of population, not from depressed pro­
vinces to advanced provinces, but from rural depressed areas 
to urban areas. Onfortunately, the aassive exodus fron rural 
to urban areas is far above the absorptive capacity of urban 
modern sectors. Consequently, many of the migrants moving to 
the urban areas hoping to obtain a decent job, end up being 
underemployed in the informal sector.
In fact, the growing mass of urban unemployment and un­
deremployment is regarded by many as a great social evil and 
a prime source of human tragedy. Others, including politi­
cians in power, fear it as a source of political instabili­
ty. The presence of large numbers of poverty-stricken and 
jobless people in the cities puts a great deal of pressure 
on govern ents, national and local, to increase current ex­
penditures rapidly to provide civil service jobs for the un­
employed. At the sane tine,the government of many LDCs are
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faced with demands on their capital budgets to spend more 
for development purposes. In addition, increasing urban po­
pulation creates demands for urban services: housing, sew­
age, lighting, roads, police protection, water supply, green 
space (parks) to decrease the pollution, and the like.
To incorporate the above factors in our three sector 
model, let us assume that the economy consists of an agri­
cultural sector (A) in rural areas, and a dual urban economy 
with two distinct sectors: a modern highly efficient modern
sector (H) , and a low-productive traditional or informal 
sector (T). These two urban sectors are markedly different 
in organization, factor productivity, capital labor ratio, 
and ability to absorb unskilled labor.
In general, the line batueen the nodern sector and the 
traditional urban sector is often hard to draw. In fact,
this distinction is somewhat arbitrary- Basically, the dif­
ference is one of scale of operations. The modern sectors 
in developing countries consist of efficient large-scale es­
tablishments utilizing substantial amounts of capital per 
worker, and employ skilled and unskilled workers in the pro­
cess of production of consumer goods or capital goods. No
matter how the level of employment is generated, it is lim­
ited either by technological constraints (for example pro­
duction is fairly capital-intensive), by skill shortages, or 
by minimum wage regulation (Yap, 1975). As a result, the la­
bor is not absorbed in sufficient quantities relative to the
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general population growth, and especially the growth of ur­
ban areas. Furthermore, this sector is highly regulated, 
subsidized, and protected by government. But it is also sub­
ject to minimum wage, social security, and union contracts. 
Consequently, the expected wage rate in this sector is high­
er than the other sectors.
The urban traditional or informal sector in LDCs, in 
contrast, consist of numerous very small-scale establish­
ments often individually or family run. These include petty 
trading, individual craft activities, and very small-scale 
manufacturing and construction establishments, employing 
less than ten workers. As a result, this sector plays an im­
portant role in providing temporary or permanent earning op­
portunities for a large number of urban residents, as well 
as new-comers to the urban areas.
The employment in this sector has the following charac­
teristics: (1) arrangements typified by self-employment or
loose and often temporary agreements, lack of coverage by 
minimum wage laws, social security, and other types of go­
vernment regulations, and absence of union contracts when 
such exist, (2) ease of entry and high turnover of employ­
ment , [3) smaller scale and less capitalized establish­
ments, and as a result, (h) generally more competitive det­
ermination of wage levels than the modern sector. 
Furthermore, this unprotected sector in cities performs as a 
labor market clearing functioning in a situation in which
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the level of migration exceeds the demand for labor in pro­
tected sector- In other words, the wage rate in the informal 
sector regulates the flow of migrants to urban markets.
In contrast, the agricultural sector contains surplus 
labor in the sense that the marginal product of labor is 
less than prevailing wage and, in the extreme, is perhaps 
zero (Lewis, 195%). As development proceeded, the contribu­
tion of this sector to national product and employment de­
clines and eventually reaches a point where, in the highly 
industrialized stage, the wage rate in this sector becomes 
equal to opportunity cost of labor.
In order to express the general characteristics of the 
LDCs in formal terns, ye shall aoo construct a single nodel 
containing the main features of these countries’ economies. 
Accordingly, the economy is divided into three sectors: the
backward sector which produces agricultural goods, the in­
dustrial modern sector which produces capital and consump­
tion goods, and the traditional urban sector providing ser­
vices mostly for the modern sector. Although there are 
reasons to believe that the application of the neoclassical 
model to developing countries is very doubtful, we assume 
the production function in all three sectors is the neoclas­
sical type, but subject to a number of restrictions espe­
cially in input markets. 33
33 The argument against the application of the neoclassical 
model are many- F or example, it is difficult to accept 
the idea of a 'well behaved’ production function in de­
veloping countries just as it is equally difficult to see
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The production function which describes the production 
in the modern sector is assumed to be neoclassical, and 
therefore takes the following forms;
Q1 = S (t) ( K1, LD1, nil, SL ) , (h.2.1)
Where Q1 = total modern sector production
M ’t)= improvements of total input productivity 
K1 = the use of capital in the modern sector 
0L1 = unskilled labor in the modern sector 
LD1 = the use of land in the modern sector 
t = time, as technical progress is expected 
to be reaped in the modern sector
The function can be converted to:
Q1 H K1 LD1 0L1 SL
 = -----> a 1 *------ + b 1. cl» + G.---- , {h»2»2}
Q1 H • K1 LD1 0L1 SL
the relevance of the marginal productivity theory of dis­
tribution in peasant economies, characterized largely by 
family farming rather than wage-labor. Similarly, anoth­
er major difficulty that arises in the application of the 
neo-classical model in a peasant economy, is the applica­
tion of the principle of marginal productivity in deter­
mination of factor shares, especially in the agricultural 
sector, where the output heavily depends on rainfall pre­
cipitation variability. It is also equally possible to 
argue that given the nature of market structure and fina- 
cial mechanisms in most of these countries, the neo-clas­
sical solution, for example, equilibrium between interest 
rate and the rate of profit would be difficult to ac­
hieve. Even when the equality can be achieved, it will 
be relevant only to the organized markets which are usu­
ally located in the urban sector without greatly affect­
ing the partly monetized rural sector.
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Where Ql/Ql = the rate of growth of output
M/M = the rate of growth of technology
K1/K1 = the rate of growth of capital
LAI/LAl = the rate of growth of land
011/011 = the rate of growth of labor
a1+b1+c1*e= 1.
The production function in the traditional or informal 
urban sector has the following form:
Q2 = l(t) ( K2, LD2, 012), (4-2.3)
Where Q2 = total informal production
Iji)= iaproveaants of total input productivity 
K2 = the use of capital 
012 = unskilled labor 
1D2 = the use of land
The fnotion can be converted to:
Q2 I K2 1D2 012
 —= ---- + a2.——— + b2- —— + c2-------, (4-2-4)
Q2 I K2 1D2 012
Where Q2/Q2 = the rate of growth of informal output
I/I - the rate of growth of technology
K2/K2 = the rate of growth of capital
LA2/LA2 = the rate of growth of land
012/012 = the rate of growth of labor
a2+b2+c2 = 1-
1 3 4
Where Ql/Ql = the rate of growth of output
H/S = the rate of growth of technology
K1/K1 = the rate of growth of capital
Lai/LA1 = the rate of growth of land
ÜL1/ÜL1 = the rate of growth of labor
a1tbl*c1+e= 1.
The production function in the traditional or informal 
urban sector has the following form:
Q2 = I(t) { K2, LD2, 012), (h. 2.3)
Where Q2 = total informal production
!{!:)= iopro7eaants of total input productivity 
K2 - the use of capital 
0L2 = unskilled labor 
LD2 = the use of land
The fuction can be converted to;
Q2 I K2 LD2 012
 —= ——  + a2.——— + b2.———— + c2*---- (h.2.h)
Q2 I K2 102 012
Where Q2/Q2 = the rate of growth of informal output
I/I = the rate of growth of technology
K2/K2 - the rate of growth of capital
1A2/1A2 = the rate of growth of land
012/012 = the rate of growth of labor
a2+b2+c2 = 1.
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Finally, the production function which describes 
agricultural production is of a simple form with neutral in­
novation in the Hicksian sense:
Q3 = A [ t ) [ K3, LD3, 013), (4.2.5)
Where Q3 = total agricultural production
A(t)= improvements of total input productivity 
K3 = the use of capital 
013 = unskilled labor 
LD3 = the use of land
The faction can be converted to:
Q3 A K3 LD3 013
 = ------ a3.-------- b3.--------c3.----- , (4.2.0)
Q3 A K3 1D3 013
Where Q3/Q3 = the rate of growth of agriculture
A/A = the rate of growth of technology
K3/K3 = the rate of growth of capital
1A3/1A3 = the rate of growth of land
013/013 = the rate of growth of labor
a3+b3+c3= 1.
let us assume, for simplicity, that capital is a mobile 
factor and the land can be used either for farm use or urban 
use. These assumptions assure us that capital rental and 
land price both in urban and rural areas are equal- Flexi­
bility of capital rental imply that:
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Hi = pi Qkit Ki, LDi, OLi, SL) 14.2.7)
Where a = capital rental
Qki = marginal productivity of capital 
Pi = price of product 
i = 1,2,3.
and the flexibility of land price implies that:
LD1 + ID 2 + ID 3 = LD (4-2.8)
Or if assuming that the total supply of farm land (LDu) is 
egual to LD3 and the total urban land is equal to LD1+LD2
then
LDf = 1 - LD-a (4.2.9)
Similarly, the flexibility of capital rental implies that 
K1 + K2 + K3 = K, or (4.2.10)
3K dK1 dK2 3K3
—  = — —    , or (4.2.11)
dt dt dt dt
1= K = K U  K2+ k3 (4.2.12)
I = GI + PI (4.2.13)
GDE= GE - NGDE (4. 2.14)
GDE= GEDE GUDE (4.2.15
GE= GH -> GB (4.2.16)
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Where 1= total investment
GDE= total government development expenditures
HGDE= total government non-development expenditures
GEDE= total government rural development expenditures 
GDDE= total government urban development expenditures 
GE= total government expenditures 
PI= total private investment 
GB= total government borrowing
GR= total government revenues
The employment and wage rates for skilled and unskilled 
workers are affected by a number of imperfections in labor 
markets. Let us assume that skilled workers receive a wage 
'Jhich is equal to its value of narginal productivity:
Hsi = pi Qsit K1, LD1, O i l ,  SL1), 12.16)
But for some reason (for example minimum wage or government 
subsidies) the wage rate for unskilled workers in the modern 
sector (Sul) is higher than the wage rate in the informal 
sector (Hu2) and that of agriculture is equal to the subsis­
tance wage rate (Ru3). This implies that
Sul = pi Qu1( K1, LD1, ÜL1, SL1), (6.2.17)
Ku2 = p2 Qu2( K2, LD2, UL2) , (4.2.18)
»u3 > p3 Qu3( K3, LD3, CL3). (4.2.19)
The total supply of the labor force in urban areas:
Lu = 1 - L r , or (4.2.20)
Lu = Oil + 0L2 + SL +ÜNU- (4.2.21)
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Shere Lu = total labor force
Lr = total rural labor force 
ONu = urban unemployed
Also, urban unemployment is dependent on in-migration H
DNu = aO + IM [4.2.22)
The labor force in the agricultural sector Lr is assumed to
grow at a natural rate r less the amount of migration
Lr = 0L1 = r. Lr - M [4.2.23)
The urban labor force Lu also grows at a rate g plus amount
of rural-urban migration
Lu = g. Lu ■> ;■] [4.2.24)
Following Todaro’s model (1970), the migration (B) into the 
urban dual economy follows a two-stage process in which an 
unskilled rural worker migrating to the city is willing to
spend a certain amount of time in the urban traditional sec­
tor until finding modern sector employment. Let E[Hu) = 
(Hu-Eu)Lu. The migration function can be written as
H= M [ E[Hu)- E[Hr)) [4.2.25)
«here E[3u) = expected urban income
Hu = average urban wage rate
Hr = rural wage [average productivity of labor)
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The process of rural-urban migration will continue until the 
expected income received becomes equal in both areas.
0.1.3 E v a l a ^ i o n  of the Three Sectors Ecoaoaj;
The impact of labor mobility, from rural to urban ar­
eas, mainly on output, employment, wage rate, income distri­
bution, the pattern of government expenditure, the pattern 
of consumption, and other socio-economic factors is depen­
dent on the reallocation of resources as a result of labor 
mobility. In the following section an attempt will be made 
to examine some of these impacts in a three sector economy.
9.1.3.1 1: 2hs Icpact of aigratioa in the Output of
Sending irsas
In general, the attention of researchers in this area 
must be focused on the impact of internal migration in the 
sending areas. In other words, the impact of labor mobility 
in the sending area (usually rural area) is vital to the hy­
potheses of whether the internal migration has a beneficial 
or a detrimental effect on the overall economy. Therefore, 
we begin our examination by looking at the impact of migra­
tion in rural areas or the agricultural sector. To make the 
analysis in a formal way, let 01= Q3/LD3 denote the output 
of agriculture per unit of land and Y= 03/013 as output per 
unit of labor. By definition we have
Q3 = Ql-Ld3 (4. 2. 26)
23 = Y. 013, or (4.2.27)
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Q1.LD3
ï = — —— —— [4. 2. 2 8)
013
Y Ql LD3 ÜL3
 = ---- + -------- — —— , [4.2.2 9)
Y Ql LD3 013
Equation (4.2.19) can be written as
Q3 Y 013
———  = — —- + — — —— g (4.2.3 0)
Q3 Y 013
If we substitute equation (4.2.22) into equation (4.2.6) we
have:
i l  K3 LD3 013
 =  'r a3.------'> b 3.----- — ( 1 —c 3) g (4.2.31)
Y J A 3 103 013
Equations (4.2.29) and (4.2.31) which are crucial in this
analysis and of course are more relevant in the later stages
of development, show that agricultural output per unit of
worker varies directly with the growth of supply of land,
supply of capital, and total input productivity, but varies
inversely with the growth of supply of labor.
In other words, equation (4.2.31) shows that as pea­
sants move to the urban areas, the growth of output per unit 
of labor in the agricultural sector would be increased by a 
factor of (1-c3). However, the total output will decrease 
due to the labor reduction, unless:
11*1
P) The economy is in the early stage of development. In 
this circumstance, the economy experiences surplus labor in 
which laborers may appear to be doing work of one sort or 
another but they are so crowded on tne land that if some of 
the labor were removed total output would remain unchanged.
[2) The selectivity of migration has nothing to do with the 
productivity of remaining workers.
[3) Migrants will not remove their funds from rural areas in 
order to invest in the informal sector in urban areas.
(I*) The farm land will not be converted to urban use land.
The inpact of labor nobility on production is also dependant 
on the type of production process and organization. If the 
agricultural sector operates along fairly capitalist lines 
with a wage payment system, labor will not be employed bey­
ond the point where the marginal productivity of a unit of 
labor time is equal to the agricultural wage. Under this 
circumstance, the marginal product of labor must be consid­
ered positive in the sense that if labor migrated from the 
agricultural sector, the output will decline. However, if 
the farms are run by family members, then they will work on 
the farm up to the point where the marginal product of their 
working will become zero. Thus, the wage rate will be equal 
to average productivity. In this situation, output may not 
decrease as family members migrate to the cities.
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4.1.3.2 B: The Impact of Bîgration on the Output, Bage, 
and Employment of Urban Areas
The transfer of labor resources from the agricultural 
sector, where they add nothing to production, to the urban 
areas sill affect a number of economic variables. In gener­
al, as the migrants moved to urban areas their demand for 
goods and services in urban areas will increase. This in­
crease in demand could be due to [1) their increased earn­
ings due to obtaining urban jobs (2) their spending their 
savings if they have them, or [3) their borrowing from their 
freinds. The immediate impact of the labor mobility in re­
ceiving areas is the increase in production of goods and 
services produced by the sodern and informal sectors. The 
reasons are nany. It can happen if the aigrant is faired 
either by the modern sector or the informal sector. The de­
mand for goods and services may increase if the migrants 
spend their savings or borrow from their friends at the time 
of arrival. This in turn, increases the output, employment, 
and probably the wage rate in both urban sectors.
The increase in the income of migrants resulting from 
obtaining urban jobs presumably will increase the demand for 
food-stuff. This increase in demand for farm products in 
the first stage of development may not affect the aage rate 
in the agricultural sector. As long as there is disguised 
unemployment and the workers receive the subsistence wage 
which is above the marginal productivity of labor in this 
sector, the wage rate will not be affected. Also, the agri­
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cultural production may not increase if (1) the funds are 
transferred from low productive farm activities into the ur­
ban areas where the return of investment is relatively high, 
[2) there is reduction in government rural development ex­
penditures or [3) there is reduction of farm land resulting 
from the rapid expansion of cities- ill of these factors 
will be explained in detail in the next section.
4.1.3.3 C: The Impact of Labor Bobility on Land Ose
The rapid urbanization in the LDCs during the past de­
cades has created additional demand for urban land. However, 
the experiences of many developing nations suggest that any 
increase in the size of urban land causes corresponding re­
daction in the land under agricultural uses. If the culti­
vated land to population ratio is very low, the loss to 
agriculture and gain for the urban sector have to be viewed 
from the point of view of the country's overall benefit and 
consequences to the total economy.
To show the impact of migration on land use, let us as­
sume that the demand and supply for land settled at the 
point where the marginal productivity of urban land is equal 
to the marginal productivity of farm land. According to 
equations 14.2.29) and [4.2.31), as people move to the ci­
ties, the demand for production of modern and traditional 
urban sectors will increase. This implies that the demand 
for urban land either for commercial use or residential use
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will increase (equations 4.2.2 and 4.2.4). In this circums­
tance, more land will be allocated to urban use than to farm 
use. However, according to equation (4.2.23), the reduction 
in farm land will decrease the per capita output of the 
agricultural sector as well as total agricultural output, 
unless the production process becomes a land-saving process. 
Furthermore, if we assume that the more productive farm land 
is located around the urban areas, the conversion of farm 
land to urban land will reduce agricultural production sig­
nificantly.
The land-saving process requires working capital- How­
ever, in the early stage of development in LDCs it is likely
that investors nove their funds away from the agricultural 
sector and invest in the urban sector, vhere the rate of re­
turn is relatively high due to agglomeration factors.
4.1.3.4 D; The lapact of Labor Bobility on Government and 
Private Investment
In general, the government of LDCs are playing an ac­
tive role in economic development in order to bring about a 
more equitable income distribution and better living condi­
tions for the entire country. And indeed, the rapid process 
of urbanization resulting from rural-urban migration strong­
ly affects the pattern of government expenditure, especially 
the development expenditure which is needed very badly to 
improve living conditions of both rural and urban residents 
in a number of ways.
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As equation (4.2.16) shows, the government expenditures 
in rural or urban areas are usually divided into •develop­
ment* and •non-development’ expenditures. However, the ra­
pid rural-urban migration may divert the limited financial 
resources usually available from rural development projects, 
in order to finance the provision of basic urban amenities. 
As a result, the country may face a lower rate of growth and 
wider income inequality.
Following the rapid in-migration or the concentration 
of economic activities usually in a few urban areas of LDCs, 
various groups of different interests put the government un­
der pressure to expand urban development and non-development 
expenditures. The major pressure cones froa the business 
groups which usually have a strong influence on the govern­
ment's decision making to increase urban infrastructure for 
commercial uses. Pressure may be imposed by the head of go­
vernment to expand expenditures to make the cities, parti­
cularly the capital, a showcase of modernization with high­
ways, parks, street lights, recreational facilities, and 
modern office buildings for bureaucrats- Also, as the size 
of cities increased, permanent residents forced the govern­
ment to provide more public housing , water supply, employ­
ment, police protection, fire protection, health service, 
education, and hundreds of other urban amenities.
Another group which asks government authorities to in­
crease nondevelopment expenditures at the expense of devel­
11»6
opment esc pend it ur es is the migrants. This group of people 
usually live in shanty towns and slum suburbs at the time of 
arrival. Unfortunately, many of the squatter settlements, 
shanty towns, or slum suburbs are suffering from the lack 
of basic amenities, especially water, electricity, health 
services, paved streets, and recreational facilities. Nany 
childern living in these places suffer from a number of di­
seases. Consequently, as these places are expanded or as 
the number of migrants [normally from the same background) 
increase, they demand those facilities through political 
pressure or social unrest. In this situation, the authori­
ties with little popular support find it hard to ignore the 
migrants’ demands and the government is usually forced to 
provide nininua basic urban amenities. Sut as the migrant’s 
demands are satisfied, even partially, it creates more in­
centive for potential migrants to move to urban areas. How­
ever, more migrants means greater problems for authorities 
in that they must provide basic needs for urban residents in 
the later period.
If the pace of in-migration resulting from the above 
approach becomes greater than the absorptive capacity of the 
modern sector or the informal sector, then the government 
will be under tremendous pressure to increase (normally un­
productive) government jobs. This in turn drains further de­
velopment budgets and, as a result, government is forced to 
further reduce the development expenditures in rural areas 
to finance the ever increasing urban amenities.
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In sum, as the government devotes a considerable 
portion of its budget in current expenditures [1) to improve 
the infrastructure for private commercial use, (2) to im­
prove tha urban amenities and the living conditions of the 
poor, and/or (3) to increase the urban amenities to increase 
the image of the capital city in the world community, less 
funds will be available for rural development or agricultur­
al growth. In other words, the funds which must be used to 
improve the living conditions of the rural dweller in order 
to regulate the migration level go toward the provision of 
urban amenities. Consequently, it is likely that this policy 
leads to deterioration of rural development, lower national 
economic growth, and higher income ineguality.
The alternatives to the reduction of the development 
expenditures is to finance the above projects by borrowing 
from the foreign countries or increasing the tax level. Both 
policies are unwise procedures because: (a) the only way
that a loan is repaid is when it is used for productive ac­
tivities; and (b) the imposition of taxes hurts only the 
poor as the wealthy people can use different tax loopholes. 
If the amount of foreign loans exceeds the ability of a 
country to repay, then borrowing may lower economic growth 
or create a financial crisis in the later stages of develop­
ment.
If the government resists the demands of various 
groups, especially the poor, then it is likely that a go­
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vernment vith little popular support faces social upheaval 
and possible revolution, as was the case in Iran.
Meanwhile, the private funds tend to move away from the 
agricultural activities. The reasons for the private sector 
to reallocate their funds are many. First, the investment is 
more productive in areas with a large market size. Second, 
the marginal productivity of capital is lower in the agri­
cultural sector than in other sectors because of the nature 
of production process. For example, agricultural production 
depends on weather conditions, rainfall variability and many 
unforeseeable events, while the production process in the 
modern sector is relatively more stable. Therefore, it is 
nore likely that capital is allocated, by the private sector 
in urban areas than in rural areas.
In these circumstances, the only way to keep the agri­
cultural production from falling is the government invest­
ment in the agricultural sector. However, as mentioned 
above, the rapid migration into cities of many LDCs forced 
the government to spend more in provision of basic urban 
amenities creating unproductive jobs and, as a result, less 
capital available for rural development. As agricultural 
production declines over time, resulting from the lack of 
working capital, it is likely the country will be forced to 
import food-stuff. In Iran, for example, as a result of 
rapid migration and the neglect of rural development, the 
supply of food-stuff is completly dependent on foreign sup­
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pliers. Similarly, many other LDCs which were the exporters 
of agricultural production are now dependent on foreign 
agricultural suppliers. This in turn, will reduce the 
availability of hard currency necessary for purchasing new 
technology in order to have a self-sufficient economy. 
Therefore, the notion that rapid urbanization could jeopard­
ize the national objective is not without foundation.
4.1.3.5 E: Other Impacts of Internal Migration
The negative impact of internal migration in LDCs is 
not limited to the increase in wage differential or the 
change in the pattern of government and private investment. 
Today, many urban and metropolitan areas of LDCs are facing 
urban problems such as the shortage of water supply, elec­
tricity, housing, lack of adeguate sewage system and storm 
drainage, and increasing air, noise, and water pollution. 
All these factors lead to the deterioration of the quality 
of life in overpopulated urban areas. For example, in many 
LDCs during the past two decades, the cost of excess agglom­
eration of industries in overpopulated cities has increased 
disproportionately. The per capita cost of the provision of 
domestic water supply, prevention of crime, and public ser­
vices are becoming much greater than the provision of these 
services to rural areas.
Similarly, the quality of air and water is likely to 
deteriorate because of the population explosion, rapid in-
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dustrialization, and urbanization. For example, studies 
which have been conducted by environmentalists indicate that 
the atmosphere of major urban areas of LDCs such as Tehran, 
Baabaei, Calcutta, Jacarta, and many other primary cities is 
highly polluted. As the size of urban population increases, 
the basic amenities of life, such as water, air and land are 
becoming polluted. The major factors which contributed to 
pollution are many. First, the fact that most industries are 
located around the principal cities allows them to have ac­
cess to large markets for their products. Host of these
factories do not have appropriate devices to reduce air and 
water pollution and in fact, government is unlikely to im­
pose any effective regulation on the basis that these regu­
lations nay discourage industrialization processes. The 
second source of air pollution is the burning of fuels at
home and the use of vehicles that are generally old with
poor engine performances.
Regardless of the source of pollution, the pollutants 
released into water or air such as suspended matters, nitro­
gen oxides, sulfur dioxide, carbon monoxide, and many others 
are hazardous. Medical researchers have proven conclusively 
that these pollutants lead to diseases such as lung cancer, 
asthma, bronchitis, tuberculosis and nervous disorders. On- 
fortunately, many of the victims are poor people who are de­
pendent on the public health services. As a result, every 
year the government spends million of dollars to alleviate
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this side effect of environmental pollution without much 
success.
Industrialization and overpopulation resulting from 
rural-urban migration also increase the volume of domestic 
and industrial discarded materials. This, in turn, gives 
rise to a new problem regarding the collection and the safe 
hygiene disposal of these industrial wastes. For example, 
in Tehran there are no sanitary landfills. Refuse materials 
are collected by garbage collectors and piled in different 
sites in the streets of the city ready to be loaded in the 
rear loading vehicles. Consequently, the streets of the city 
are very dirty. Furthermore, as a result of unplanned rapid 
urbanization, the city does not have shorn drainage systems 
or sewage facilities. The unhygienic practice of collecting 
the waste materials and the existence of an open sewer sys­
tem lead to a number of diseases and increase the cost of 
medical care . In rural areas, there are few problems of 
sewage and collection of waste materials and, in fact, in 
many LDCs farmers collect then for farm use at no cost.
In summation, since clean air, land, and potable water 
are basic amenities for healthy living, the task of the go­
vernment is to initiate the necessary corrective measures to 
keep the city free from such health hazards.
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4.2 COBCLOSION
The purpose of this chapter was to evaluate, theoreti­
cally and empirically, the impact of migration on sending 
and receiving areas. To carry out this task, two models 
have been introduced. The first model was laid out to ex­
plain the impact of migration in different regions of an 
economy, and the second was to explain the impact of migra­
tion both in rural and urban economies.
Depending on the structure of economy, both models 
predict that internal migration, especially rural-urban mi­
gration, increases the output and employment of receiving 
areas and probably reduces the output and employment of 
sending areas. In other aords, the labor migration from 
rural areas has led to the economic grouth of receiving ar­
eas and drained much of the potential developmental resourc­
es in sending areas. As a result, rural-urban migration led 
to impoverishment of rural areas.
Chapter V
ECOSOHETHIC MODEL &HD ESPiaiCM. FINDINGS
The theoretical models in Chapter IV provide informa­
tion essantial to specification of an empirical model of 
determinants and impacts of labor mobility in the peasant 
economy. However, the translation of those theoretical mo­
dels into one suitable for empirical investigation is a dif­
ficult undertaking, and a variety of obvious difficulties 
are encountered which will be explained in the following 
section.
5.1 DATA AND EMPIRICAL SPECIFICATION
Perhaps the major obstacle in the study of the impacts 
of migration is the lack of adeguate and accurate statisti­
cal information, especially time series data concerning em­
ployment, production, gross migration, wage rate, income 
distribution, and other economic variables. Indeed, a syste­
matic approach toward the collection, tabulation, and evalu­
ation of statistics is not an easy task, and it takes many 
years and many resources for a developing nation to design a 
statistical system and to accumulate the time series data 
required for a comprehensive economic analysis and a sound 
policy recommendation. Iran is no exception. At the present
- 153 -
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time, very few economic statistics present the full picture
of the Iranian economy. However, the above deficiencies do
not mean that there is nothing to be learned from the quan­
titative data that are available or that those quantitative 
inquiries should be abandoned until the ideally desirable 
data are on hand- In this study, as in other migration stu­
dies, it is impossible to analyze the whole complexity of
the interaction of all the factors involved, and therefore a 
great deal of attention is given to those factors which ex­
plain the determinants and the impacts of internal migra­
tion. In the selection of these variables, attempts were
made:
1- To select the best available cross-sectional indicators 
of social and economic development such as G.H.P., govern­
ment expenditure, public utilities, and education. There­
fore, the empirical analysis relies mainly on cross-section­
al data, mostly at provincial levels in Iran.
2- To select the proxy variables whenever the data is not 
available, and to collect time series data whenever it is 
available.
In this study, several sources have been used to esti­
mate the economic impact of internal migration. The major 
sources of information of in-migration come from the Nation­
al Census of Population and Housing which is published by
155
the Statistical Center of Iran for 1966 and 1976. The cen­
sus data which provides information about the age, sex,and 
residential location at provincial levels, give us reason­
ably accurate information about the trend of net migration 
from one province to another. Other explanatory variables 
which will be used in this study are published by the United 
Nations, the Central Bank of Iran (Bankeh-i Markazi), the 
Statistical Center of Iran and the Plan and Budget Organiza­
tion. All the data which were intented to be used in econo­
metric models or display by tables, are provided for further 
investigation in Appendixes.
Aside from the quality of data, the primary statistical 
problem facing the empirical researcher of internal migra­
tion is the multitude of explanatory variables vhich the 
theory indicated as potentially relevant to the migration 
decision and the impact of labor mobility. In other words, 
in any empirical specification, we must consider the possi­
ble interaction among the variables.
For this reason, several econometric models consisting 
of a single equation as well as systems of equations have 
been used to estimate the impacts of internal migration. 
The logic of each specification follows from the theoretical 
models presented in Chapter II and Chapter IV. The results 
are shown in the following sections.
Researchers accustomed to research of this sort will 
realize that the following specifications are only one set
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of many possible specifications. However, they appear to be 
the most intuitively plausible; they conform to a theoreti­
cal model and yield, to the some extent, strong results. 
Host of the coefficients of variables that are statistically 
significant in one specification remain so in alternative 
specifications. The suspect relations in some of the speci­
fications are those involving value added, the proxy for the 
output of the modern sector.
In the next section two alternative techniques are used 
to estimate the coefficients of structural models. One is 
the use of ordinary least squares (3LS), which make no at­
tempt to adjust for simultaneous equation bias and are po­
tential'/ biased. Hoaever, to include the interactions aaong 
the dependent and independent variables one nust use a sim­
ultaneous equation which adequately analyzes both the causes 
and effects of labor mobility on the growth and development 
of the regions involved and of the nation as a whole. For 
this purpose, a simultaneous equation has been constructed 
to estimate the interaction among the variables in action. 
Furtheremore, a Three Stage Least Squares Î3SLS) will be 
used in order to separate the simultaneous effects. By this 
msthod, each endogenous variable is initially fit by ordi­
nary least squares as a linear function of all the exogenous 
variables appearing in the econometric model. Then, whenever 
an endogenous variable appears as an explanatory variable in 
the structural equations, it is replaced by its predicted
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value calculated in the corresponding first stage equation. 
The 3SLS does adjust for simultaneous equation bias and is 
theoretically preferable to the OLS estimates.
5.2 IHPIHIÇ1L FIHDISGS
In order to estimate the economic impacts of internal 
migration on employment, output, government expenditures, 
income distribution and economic factors several econometric 
models have been estimated. For example, to estimate the 
impact of internal migration on the level of government em­
ployment the following model has been constructed:
TGv3a?75=bO->b1 UN 2HPL 71 •> b2 INNIG71> b3 Ci:-IHIG71-> b ’-i TOTGOV70
The logic of the above specification follows the fact 
that as in-migration increases in an area, the government is 
forced to increase employment partly because of the expan­
sion of urban areas and partly because the labor absorption 
of both the modern sector and informal sector is very limit­
ed. In this model, two different values for migration 
(which are calculated differently) have been used. The model 
was estimated by an OLS technique, and the results are shown 
in Table 5.1,. The results show that the coefficients of 
both predictors CINMIG71 and RHIG71 are significantly diffe­
rent from zero at x= 0.05. Hoaever, the coefficient of 
0NEHPL71 is not significant but it is in a right direction.
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It estimated coefficients also indicated that the level of
unemployment is higher in those pro Vinces in which the go-
vernment created fewer jobs.
TABLE 5. 1
The Impact of Migration in Government Employment
1 Parameter Standard t Prob»|t| 1
I Variable df estimate error value
1 INTERCEPT 1 6496.683 5251.722 1.237 0.2329 1
1
j 0NEHPL71 1 -16.455 11.08566 -1.484 0.1560 1
1
1 INMIG71 1 0.134 0.03036 4.418 0.0004 1
1
J CIN3IG71 1 0.734 0.14313 4 .  9 5 8 0.0001 !
1
1 TOTGOV70
J
1-----------------------------
1 6.913 4 . 6 5 5 4 5 1.  4 8 5 0 . 1 5 5 9  1
H-sguare=0-9880 adj fi-square =0.9852 F =350.343 Prob >0.0001
Similarly, the impact of migration on government expen­
ditures was examined by fitting the multivariate model of 
the form:
TOTGOV80=b1 ♦ b2 NFLTH+ b3 HHEATP+ b4 CINHIG71+ b5 VLDADD76
The regression results are are shown in Table 5.2, indicates 
that the F-test for overall regression model is very signi­
ficant. R-sguare value, the fraction of total variance in 
TOTGOV80, which are explained by the models is 0.9949. The 
t-tests of the value of individual predictors show that the
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TABLE 5-2
The Impact of Migration on Government Expenditures
1
1 Variable df
Parameter
estimate
Standard
error
t
value
Prob>Jtj 1
1 INTERCEPT 1 11344667 40902990 2.774 0.0125 1
1
1 NFLTHL71 1 112.168 156.570 0.780 0.4454 1
1
1 HHEATP 1 -0.008 0.01926 -0.45 0.6562 1
1
1 CIHHIG71 1 1.339 0.51205 2.590 0.0097 J
i
] VLDADD76 
1
1----------------
1 2-865 0.136338 21.02 0.0001 1
R-sguare=0.9949 adj R-sguare =.9937 F =873.771 Prob >0.0001
coefficisat of predictors 7L0ADD75, and the coefficient of 
predictor CINflIG71 is significant froa zero at z= 0.01. The 
intercept parameter was also significant at x= 0.05. The re­
sults of this model confirm the hypothesis that the internal 
migration and the establishment of large firms greatly af­
fect very much the total government expenditures.
Also, the impact of migration in growth of social ser­
vices has been examined by regressing the number of social 
service institutions on migration and other economic fac­
tors. Ths results, which are shown in Table 5.3, demonstrate 
that the level of urban population has a significant impact 
on the level of social services.
The determinants of migration have been studied by con­
structing a multiple regression of the following form:
The Impact of Orban
TABLE
Population
5.3
(0RP3P76) on Social
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Services
1 Parameter Standard t Prob>>|tj 1
1 Variable df estimate error value
1 Intercept 1 1.284 168.609 0-008 0-9940 1
1
1 HFINL9 1 0. 1128 0.0 5 2-380 0-0274 1
1
1 ORPOP75 
J
1---------------
1 0.0065 0.0006 11-367 0-0001 1
R-sguare=0.9927 adj R-sguare =0.9919 F =1353-639 Prob >0-0001
NETNIG76 = b1 + HHEATP ♦ b2 NFCONS *- b3 UNEHPL76
The results in Table 5-4 clearly shoa that the aigraats aove 
to the provinces in uhich they vill not be engaged in agri­
cultural production. The coefficient of NFCONS [the number 
construction firms in each provice) is significant at s=
0-07. The results also confirm the hypothesis that migrants 
move to the provinces involved heavily in construction ac- 
tivities-
It is also hypothesised that the in-migration signifi­
cantly affects the level of construction in a region- For 
this purpose the number of firms in construction activities 
(NFCONS) have been regressed on migration and other related 
economic factors as follovs;
NFC0NS=b1+ b2 CINMIG71+ b3 7L0ADD74+ b4 RHIG76+ b5 TOTG0770
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TABLE 5.4
The Determinants of Net Migration [NETMIG76) in 1976
] Independent 
i Variable df
Parameter
estimate
Standard
error
t
value
Prob> Jtl
1 -474.523 21953.4 -0.022 0.9830
1 -0.0004 0.0001 -4. 17 0.0007
1 145.938 74.0854 1.97 0.0664
1 -0.004 0.005 -0.737 0.4715
] Intercept 
I
1 SHEATP 
I
J NFCONS 
1
1 DNEMP176 
I
R-square = 0.9301 adj B-square =0. 9038 F =35.456 Prob >0.0001
The estimated coefficients are shown in Table 5.5,. All 
coefficients of the aodel ezcept the TOTGO770 are signifi­
cantly different from the Zero at x= 0.07. This implies that 
the construction activities are the major factors in at­
tracting the aigrants into provinces.
The impact of migration on the agricultural sector has 
been examined either by presenting the data in Table 5.7, or 
estimating by an econometric model. Both procedures confirm 
the notion that out-migration from rural areas not only de­
creased the per capita output but decreased in absolute va­
lue as well since 1976. As a result, the Iranian government 
was forced to import millions of dollars worth of agricul­
tural products in the country and distributed then at lower 
prices in both urban and rural areas. For example, in 1977
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TABLE 5.5
The Impacts of Migration on Urban Construction Activities
1 Independent Parameter 
i Variable df estimate
Standard
error
t
value
Prob> |t| 1 
i
I Intercept 
1
55.1729 8 4.6 85 0.652
1
0.5230 1
J CISHIG71 0.0036 0.0016 2.281
1
0.0349 1
1
1 VL0ADD74 oloool 0.0 001 5.883
1
0.0001 1
1
1 RMIG76 1744.6010 897.917 1.943
1
0.0678 1
1
1 TOTG0V70 
1
0.0822 0. 069 1. 187 0.2507 1 
1
R-square=0.9757 adj R-sguare = . 9703 F =180.662
■ ------ — 1
Prob > 0.00
TABLE 5. 5
The Impact of Migration on Government Expenditures in 1980
1 Independent 
J Variable c
Parameter 
f estimate
Standard
error
t
value
Prob>>1t 1 J 
1
! Intercept 1 -3133065 11790595 -0.266 0.7033 1
1 RSIG76 1 -3476900 130833186 -0.027
1
0.9791 J
1
1 HHEATP 1 -0.227 0-0 568 -3.995
1
0.0008 i
1
i ORPOP76 1 
1
174.410 1 1.1538 13.216
1
0.0001 1 
1
- - - - - - - - 1
R-square=0-9H53 adj R-sguare = .9367 F =109-499 Prob > 0.0001
food imports were running at $2.6 billions.3* Similarly, in
3^ Halliday, E., Iran Dictatorship a nd Development, New 
York, Penguin Books, 1979, P. 128.
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1976 the value of imported grain was 20,927,576 thousand 
rials, sfiiile, in 1980, this rose to 7,769,355 thousand rials 
(Plan and Budget Organization, 1982).
TABLE 5.7
The Trend of Farm Land and Agricultural Output
I Main 
I Agri. 
I Prod.
I
1973 
Area prod.
1977 1978 1979
Area prod. Area Prod. Area rod.
3791 9915 3733
1133 1966 979
791 165 501
905 122 205
Where area is in 1000 nectars and output in 1000 tons
Source: Plan and Budget Organization ,Annual Statistical Report, 
1982, PP. 271-396.
1 Hheat 
1
] Barley
16325 9596 9897 3896 9682
1 1656 1 158 1997 1130 1919
I
i Rice i 338 9 37 308 753 300
j
] Cotton ] 330 560 311 531 216
The results also confirm the notion that the amount of 
farm land may be reduced as a result of rural-urban migra­
tion. The reasons for reduction of agricultural production 
are many. The two main reasons could be the lower productiv­
ity due to out-migration and the lower price of agricultural 
output resulting from the importation of food-stuff by the 
government.
The discussion in previous chapters suggested that mi­
gration accelerates the growth of the modern sector either
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by the action of private investors or by the change in the 
composition of consumption of the migrants. To show the im­
pact of migration, the production of modern large firms in 
1980 (VLOADD80) has been regressed on migration and the es­
timated results are shoan in Table 5.8
TABLE 5.8
The Impact of Migration on Production of Large Firms in 1980
J Independent 
1 Variable
1 INTERCEPT 
J
! NETMIG71
!
’ AGRI?
1
1 n s ? o ? 7 5  
3
df
Parameter
estimate
Standard t 
error value
Prob> lt|
1 1155141 3232571 0.357 0.7250
1 56.4418 31.7699 1.777 0.0925
1 -0.285 0.0155 -1.817 0.0859
1 3 2 . 1348 10. 8748 2. 955 0.0085
1 ad i R-sguare = . 936 7 F =109.499 Prob > 0.
: the interaction between migration and other
related economic factors a simultaneous equation has been 
constructed as follows:
PROCESSED MODEL STATEMENTS
MODEL CINHIG71 = TGVEMP71
MODEL NETHIG76 = HAGE75 B001.CHGGVE76 BOO1.CHGDNM76
MODEL VL0ADD80 = CHGVA76 CHG0EP76
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MODEL T3TGO780 = CHGURP76 iGHIP BO 01-SETHIG76
MODEL CHGEBP76 = CHGVA76 B001.CISMIG71
MODEL CHGGVE76 = NFLTW VL0ADD76 B001-CINSIG71
MODEL CHG0NM76 = TOTGOV70 NELT» B001.CIHMIG71 AGEIP
MODEL SEMP76 = BO01.CHGGVE76 BOO 1.CINHIG71
MODEL NFCONS = B001.CINMIG71 CHGVA76
The simultaneous equation has been estimated by a 3SLS tech­
nique on cross-section data. The results which are shown in 
Table 5-9 and Table U.11, strongly support the notion that 
nigration is dependent on governnent expenditures^ regional 
vage rate, change in gorernnsnt enployaent, and change in 
uaaaployaant. In turn, internal nigration affects govern­
ment expenditures, employment, unemployment, farm produc­
tion, and construction activities in the later period. For 
example, the results of 3SLS show that government employment 
had a significant effect on provincial migration (at 
x>0-0001) with the value of the coefficient equal to 1<i3.8. 
or net provincial migration has significantly effected the 
government expenditures in 1980. The coefficients of all va­
riables except the AGRIP (Agricultural Production) are sig­
nificant and in the right direction. The sign of coefficient 
of AGRIP is negative (which was expected), but it is not 
significant. This may be due to fluctuations in agricultural 
production due to the weather conditions in 1976.
TABLE 5.9 
Third Stage Simultaneous Besults
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T H I R D S T A G E
MODEL: HIGRATN
DEP VAR: CISMIG71
PARAMETER STANDARD APPROX
VARIABLE DF ESTIMATE ERROR T RATIO PROB>J T1
INTERCEPT 1 30290.94 6182.596 4.8994 0.0001
TGVEHP71 1 143.808536 9.578703 15.0134 0.0001
MODEL: HIGHAT76
DEP VAR: HETMIG76
PARAMETER STANDARD APPROX
VARIABLE DF ESTIMATE ERROR T RATIO PH0B>1T|
INTERCEPT 1 -13546.9 12116.58 -1.1180 0.2782
«AGE75 1 0.034684 0.004057909 8.5473 0.0001
BOO 1.CHGGVE76 1 -0.757399 0.240778 -3.1456 0.0056
B001.CHGDNH76 ' 1 -0.322789 0. 101997 -3.1647 0.0054
dODEL: VALDAD3
DEP VAR: 7LUADD80
PARAMETER STANDARD APPROX
VARIABLE DF ESTIMATE ERROR T RATIO PH0B>3T1
INTERCEPT 1 -26460 8 1969985 -0.1343 0.8946
CHGVA76 1 1. 148421 0.072358 15.8715 0.0001
CHG0HP76 1 30.636557 6.847202 4.4743 0.0003
MODEL: GOVEXP
DEP VAR: TOTGOV80
PARAMETER STANDARD APPROX
VARIABLE DF ESTIMATE ERROR T RATIO PROB>|T|
INTERCEPT 1 18598142 11390117 1.6328 0.1199
CHGÜRP76 1 118.503591 38.420590 3.0344 0.0064
AGRIP 1 0.015902 0.032866 0.4838 0. 6343
BD01.NETHIG76 1 661.804877 57.553803 11.4989 0.0001
MODEL: EMPLOY
DEP VAR: CHGEBP76
PARAMETER STANDARD APPROX
VARIABLE DF ESTIMATE ERROR T RATIO PROB>JT|
INTERCEPT 1 -8700.08 34607.16 -0.2514 0.8042
CHGVA76 1 -0.00799353 0.001830001 -4.3680 0-0003
B001-CINHÎG71 1 6.666835 0.545698 12.2171 0.0001
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TABLE 5.10
Countinued ...Third Stage Simultaneous' Results
MODEL; 
DEP VAR:
DNEMPLOT
CHGÜNH76
PARAMETER STANDARD APPROX
VARIABLE DF ESTIMATE ERROR T RATIO PR0B>1T1
INTERCEPT 1 34650.42 17692.33 1.9585 0.0668
TOTGOV70 1 -8.574277 12.783648 -0.6707 0.5114
NFLTW 1 -1.243945 0.647751 -1.9204 0.0717
B001.CINHIG71 1 0.922980 0.363802 2.5370 0.0213
AGRIP 1 -.0000330916 .00006701376 -0.4938 0.6278
MODEL: GEHPLOT
DEP VAR: CHGGVE76
PARAMETER STANDARD APPROX
VARIABLE DF ESTIMATE ERROR T RATIO PROB>JT|
INTERCEPT 1 4121.522 4360.418 0.9452 0.3571
HFLT3 1 0.291644 0. 133972 2. 1769 0.0430
VL0ADD76 1 0.001175711 0.0001563845 7.5181 0.0001
B001.CIN'iIG71 1 0.646044 0.093339 6.9215 0.0001
HODEL: SERVICE
DEP VAR; SSHP76
PARAMETER STANDARD APPROX
VARIABLE DF ESTIMATE ERROR T RATIO PB0B>3T1
INTERCEPT 1 -11599.6 5601.107 -2.0710 0.0522
B001-CHGGVE76 1 1.350419 0.115462 11.6958 0.0001
B001.CINSIG71 1 0.515902 0. 155268 3.3226 0.0036
MODEL: CONSTRTN
DEP VAR: NFCONS
PARAMETER STANDARD APPROX
VARIABLE DF ESTIMATE ERROR T RATIO PROB>|T|
INTERCEPT 1 -87.104398 84.788440 -1.0273 0.3172
BOO 1.CINMIG71 1 0.006810922 0.001399325 4.8673 0.0001
CHGVA76 1 .00002894341 .00000478309 6.0512 0.0001
The time series data was intended for use in estimating 
the impact of migration. However, the migration data was 
only available at too points in time, namely 1966 and 1976.
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One way to generate the historical data for rural to urban 
migration is to calculate the difference between the natural 
growth and the actual growth of urban areas. Using the gen­
erated migration data, the impact of migration on government 
expenditures and agricultural production has been estimated. 
The results show that there is a positive relationship bet­
ween rural-urban migration and government expenditures and a 
negative relationship with agricultural production.
The residuals of each of the above models have been 
plotted to see if the fitted model is appropriate for the 
cross-section d a t a . Most of the plots of residuals show 
that they are fairly uniformly distributed around zero. No 
nonlinearities or trends, have been discovered. This sug­
gests that the techniques and models "ihich ere used are 
probably adequate in order to fit into as much of the pat­
tern exisiting in the data as possible. However, the residu­
al plots suggest the presence of one or two outliers- These 
outliers were expected because most economic activities and 
government administrations were located in the province of 
Tehran, formally a part of the province of Markazi. As a 
matter of fact, Tehran has experienced an in-migration level
In exploratory data analysis, we use residual plots ex­
tensively to suggest improvements to the fit, to see how 
the technique acts on the data to give the fit, and to 
portray the adequacy of the fit. Our hope is that the 
fitting technique puts into the fit as much of the pat­
tern in the data as possible. In other words, the exami­
nation of residual plots help us to see if the fitted mo­
del is appropriate, as well as to concentrate our 
attention on the discrepancies between the data and the 
fit model.
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of more than one million during the period of 1970-1976.
The influence and partial statistics were calculated to 
see if any of the outliers or dependent variables require 
special attention. The Cook's D statistic shows that obser­
vation 17 has the greatest influence on the coefficients. 
This was expected since these points correspond to the pro­
vince of Markazi. As it has been mentioned in Chapter I, 
more than half of the economic activities are located in 
this province. This observation also strongly influences the 
size of coefficients, but there is no reason to suspect the 
validity of these particular data points. For this reason, 
this 'outlier' will remain in the model.
A logarithmic transformation of data has been attempted 
to see if it is possible to improve the fitted models. Hoa- 
ever, it was found that this transformed modal did not sig­
nificantly improve the fitted models.
To examine the impact of migration on income distribu­
tion, two variables, household income and expenditures, have 
been used. The logic for the selection of household expendi­
tures in addition to household income in our analysis is 
quite obvious. In general, information on household expendi­
ture LDCs is more reliable than information about the house­
hold income. For example, people do not like to reveal or to 
report their income accurately, because of a fear of taxa­
tion. Or, people tend to underestimate their income, hoping 
to get more government subsidies.
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TABLE 5.11
ànnual Distribution of the Urban Household Expenditures In
Rials (a)
1
JTear
1
Total
sample
(Less than 120000) 120000 -600000 More than 600000
I
1 Number
i
% I Number X Number X
11975 7880 1 1952 29.8 1 5097 69.0 881 11.2
11977 1 3588
i
1 2909 17.7 1 8661 63.7 2518 18.5
11979 9929 1 1152 12.2 1 5822 61.8 2959 26.0
1
11980 
1
1 2899
I
J 1011 
1
1
7.8 J 
I
7995 62.0 3888 30.2
a) One Dollar is equal to 71 Rials.
Source: Plan and budget organization. Statistical Ceter of Iran,
The Survey of Urban Household Budget, various issues.
The distribution of household coasusptioa expenditures 
fshovn in Tables 5.11 and 5.12) indicates the existence of 
incoae inequality between rural and urban areas. Unfortu­
nately, because of the way the data is tabulated, it is dif­
ficult to establish a strong relationship to demostrate the 
actual income differential between the two regions. Ne­
vertheless, the data presented in the Tables 5.11 and 5.12 
clearly demonstrates the persistence of income inequality 
between rural and urban areas over time. For example, in 
1979, 63.2 percent of rural households had yearly consump­
tion expenditures of less than 290,000 rials, while in the 
same year, 79.2 percent of urban households had yearly ex-
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TABLE 5. 12
Annual Distribution of the Rural Household Expenditures In
Rials
Tear Total
Less than 60000
1 sample | Number % 1 N umber % 1 Number %
1 1972 - 67.5 1 - 31.4 1 - 1.1
1 1973
1
- 56.2 1 -
1
41.4 ; - 2.7
1
\ 1974 3350 i 804 24.0 1 2131
J
63.6 1 415 12.4
1 1975 3600 I 803 22.3 1 2308 64.1 1 489 13.6
I 1976 7141 1 1671 23.4 1 4449 62.3 1 1021 14.3
1
\ 1978
1
10775 1 1 14 1
1
10.6 1 6 67 0 61.9 1 2964 27.5
1
S 1979 
i
i
10012 3
1
301
1
8.0 3
j
5525 55.2 1
]
3686 36.8
Source; Plan and budget o 
various issues.
rganizat ion. Statistical ceter o : Iran
penditures of less than 600,000 rials. The persistence of
income inequality between the two regions exists in spite of
60000-240000 More than 240000
massive migration from rural to urban areas. This may sug­
gest that labor nobility does not reduce the earning differ­
ential among the regions of LDCs.
Another sign of increasing the gap between urban and 
rural earnings is shown in Table 5.13. Accordingly, the dif­
ference between the average monthly consumption expenditures 
rose from 19,250.7 rials in 1976-77 to 19,980.8 rials in 
1978-79.
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TABLE 5- 13
Average Monthly Distribution of Household Expenditures
Expenditure in Biais
Year
1 Bural Urban Differences J
1375-76 1 12,678-0 - ]
1376-77 1 17,266-7 36,517-4 19,250-7 1
1377-7 8 1 19,572-1 - 1
1378-79 1 24,036-3 44,017-1 19,980-8 1
Source: Plan and Budget Organization ,Annual Statistical 
Reports, 1982, PP. 710-32-
There are a nuaber of statistics shich can be used in 
measuring the degree of income inegualitv between rural and 
urban areas- Among them, the application of the Lorenz 
Curve over time seems to be an appropriate way of demons­
trating the trend of income ineguality-
Osing the time series data, the Lorenz Curve has been 
plotted (in Figures 5-1 and 5-2) in order to show the degree 
of income inequality between rural and urban areas- These 
plots show a wide gap between the distribution of household 
consumption expenditures in rural and urban areas both in 
1975-77 and 1979-1930- This implies that the huge rural to 
urban migration did not reduce the wage differential- On the 
contrary, all evidence suggests that the income inequality 
between rural and urban areas remains the same if not worse.
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A separate Lorenz Curve has been constructed in order 
to show the trend of distribution of household expenditures 
in urban areas during 1977 to 1980 and in rural areas during
1976 to 1979. As Figure 5.3 and 5.9 show, the degree of in­
come inequality is substantially reduced in both urban and 
rural areas. This may imply that the lower class people en­
joy substantially from the increase in oil revenue.
A similar approach has been employed to examine the 
trend of income inequality in rural areas during 1976-1979. 
As Figure 5.9 shows, the degree of income inequality also 
decreased in rural areas. The reduction in income equality
both in rural and urban areas can be attributed to the in­
crease in governnent expenditures due to the high oil price.
The same conclusion can be made by looking at the annu­
al incoae of urban and rural households. As Table 5.19 
shows, the average annual earning differential between urban 
and rural areas has been increased from 282,921 rials in
1977 to 356,699 rials in 1980.
The difference between income of rural and urban residents 
becomes much wider if we take into consideration the fact 
that the number of persons in rural households is greater 
than in urban households.
One related issue which must be taken into considera­
tion is that the composition of consumption expenditure is 
significantly different between rural and urban areas. For
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TABLE 5-14
Annual Household Income in Rural and Urban Areas
Region J 1976
 ,-------
I
Rural Areas | 120,913 
I
Urban Areas |
I
1977 1 1978 1 1979 | 1980
------- J------- ,------- ,----
J 1 i
166,308 1 192,215 | 227,301 J 251,200
] 1 I
448,729 1 - 1 514,446 | 608,849
I I I
Source: Central bank of Iran, various issues
example, in 1977 urban households on the average spent 33 
percent on food-stuff and 28-9 percent on housing. In the 
same year, rural households spent 49 percent on food-stuff
and only 7 percent on housing. This indicates that the pat­
tern of consumption of migrants uill change once they leave 
the countryside. This say lead to shortages of some goods 
and services in receiving areas.
5.3 ÇQHÇLUSIOH
The purpose of this chapter «as to empirically evaluate 
the impact of migration on sending and receiving areas. For 
this purpose, several econometric models have been developed 
and estimated by OLS and 3SLS. Using the Iranian data, the 
results confirm the notion that migration significantly af­
fects government expenditures, urban production, agricultur­
al production, expansion of service industry, and the cost
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of urbanization. The emprical result also suggests that go­
vernment expenditures and construction activities are the 
two important factors in the flow of migrants into the urban 
areas. The empirical result also confirms the hypothesis 
that rural-urban migration increases [rather than decreases) 
the income differential between rural and urban areas.
Chapter TI 
COHCLOSIOHS AHD POLICY IMPLICATIONS
The purpose of this study »as to examine the iapact of 
internal migration on the economies of both sending and re­
ceiving areas. In Chapter I, the statement of the problem 
and the purpose of this study has been discussed. For exam­
ple, it was idicated that until recently, many economists 
believed that internal migration, especially from depressed 
rural areas to urban areas of developing countries, led to a 
acre efficient utilisation of huaan resources as sell as 
other factors of production. However, today, nany develop­
ment economists agree that the rapid pace of massive rural- 
urban migration in many LDCs lead to a lower national income 
and a higher income inequality. The present study tries to 
assess the validity of the above hypotheses in a developing 
country like Iran where she has experieced huge internal mi­
gration since World Bar II.
Chapter II was devoted to a review of migration litera­
ture on the determinants and conseguencse of migration from 
different perspectives. Accordingly, the determinants of 
migration have been studied from both macro and micro level. 
In macro analysis, the study is concentrated on the factors 
which push migrants from sending areas, or the factors which
- 180 -
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attract the migrants in receiving areas. In contrast to the 
macro approach, it is hypothesized that the decision to mi­
grate is based on cost and benefit analysis, which is made 
by the head of the family, and that the migrants move to the 
areas where they can find employment, better working condi­
tions, and a higher stream of income.
In LDCs, however, migration into urban areas has a par­
ticular feature. The migrants usually move to urban areas 
even when the level of unemployment is very high. Todaro 
(1970) hypothesized that the level of in-migration in urban 
areas of developing nations is dependent on both the urban 
real income differential and the probability of obtaining a 
nodern job. Later, several theoretical aodels have been de­
veloped to assess or to modify the Todaro’ nodal.
Based on the review of literature, there is no agree­
ment over the possible impact of migration. One group of 
economists believe that the process of migration is not only 
to improve the living condition of migrants but it also has 
a beneficial impact on sending as well as receiving areas. 
On the other hand, there are some economists who believe 
that the process of migration has a detrimental impact on 
sending and in some cases in receiving areas, in terms of 
economic development.
Chapter III has been devoted to the examination of the 
process of migration in Iran. For this purpose, the process 
of industrialization and urbanization was presented first in
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order to identify the major factors responsible for the ra­
pid migration in the few urban areas of Iran. It has been 
shown that the urban in-migration was insignificant before 
World War II, but became significant as a result of the go­
vernment development policy after the war. In fact the pro­
cess of migration, especially from rural to urbn areas, was 
accelerated when J1) the government increased its role in 
economic activities since 1949 through various national De­
velopment Plans, (2) semi-land reform was implemented of 
semi-land reform in 1962, and J3) food prices were kept low 
by importing agricultural product and distributed at a lower 
price than could be produced at home to reduce the social 
discontea t.
Although, the census data provide inforaation about the 
gross in-migration, the author estimates the net provincial 
migration between 1966 to 1976 by the cohort technique. 
This procedure allows us to identify those provinces which 
gain population and those which lose their population as a 
result of migration.
In Chapter IV two models have been developed in order 
to demonstrate the probable impact of migration. The first 
model explained the impact of migration on the two regions' 
economies and the second was constructed to show the possi­
ble impact of migration in a three sector economy. Both mo­
dels predicted that due, to the nature of the economy of 
LDCs, it is highly possible that migration has a negative
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impact in terms of output and employment on sending areas, 
but the impact on receiving areas is hard to evaluate. Both 
models also predicted that under some circumstances [such as 
the reduction of farm land, transfer of funds to urban ar­
eas, and reduction of government rural development funds) 
the gap between rural and urban income could be widened.
In Chapter 7, several empirical models have been devel­
oped to estimate the impacts of migration in sending and re­
ceiving areas. The econometric estimates obtained by this 
study, using single equation and simultaneous equation mo­
dels, reveal a strong pattern of interaction between migra­
tion flow, government expenditures, production levels of the 
nodern sector, rate of change of uneaploynent, expansion of 
service or traditional urban sector, and construction activ­
ities.
The data also clearly show that the gap between rural 
and urban income has widened since 1976. This implies that 
the process of migration into urban areas [especially the 
metropolitan area of Tehran) will countinue in the near fu­
ture. In this circumstance, the process of migration not 
only has negative impact on economic growth of sending ar­
eas, but also puts pressure on government authorities to 
provide ever more expensive urban amenities to maintain the 
current living conditions of urban residents.
Similarly, our findings indicate that the per capita 
agricultural production has been declining over time, and
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much of this decline is attributed to rural to urban migra­
tion. This finding is based on several factors. First, the 
migrants who leave the countryside searching for better work 
conditions and a higher living standard are young and poten­
tially more productive than those who remain in sending ar­
eas. As a result, the overall productivity of remaning farm 
workers is reduced. Second, as the price of urban land in­
creases the demand for farm land (especially for those sur­
rounding the large urban areas) increases significantly. 
This in turn, induces many farmers or landlords to sell the 
farm land for urban use. Finally, the decline of agricul­
tural production can be related to government economic poli­
cies such as the iaplaaantation of land reforn, heavy empha­
sis on industrialization, and government fare price 
policies. For example, for many years, the government kept 
the price of domestic farm products low by subsidizing im­
ported farm products. All of these factors led to the crea­
tion of a social environment which persuaded many farmers to 
find jobs in urban areas.
The negative impact of rural-urban migration is not 
limited to the decrease or increase in the output and em­
ployment of sending and receiving areas. As the size of an 
urban area, resulting from rural-urban migration exceeds 
the urban 'optimal size', the cost of providing urban ameni­
ties becomes very expensive. Similarly, the cost of housing 
due to the high cost of land becomes so expensive that the
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migrants and ordinary urban residents can neither afford to 
buy nor cent houses, and as a result many of them end up 
living in slum and shanties. Furthermore, as the size of ci­
ties increases, the provision of transportation, water sup­
ply distribution, sewerage services, solid waste disposal, 
health services, reduction of pollution, and other public 
services become very expensive.
In contrast, the provision of housing and social ameni­
ties is much cheaper in rural areas than urban areas. Mean­
while, in rural areas there is no traffic congestion; the 
air, land, and water is less polluted and in fact there are 
few housing shortages. Similarly, the cost of provision of 
police protection, fire protection, mass concunication, gar­
bage collection provision of drinking aater, and other publ­
ic services are much cheaper. Finally, urbanization is very 
expensive and the concern over the fiscal and financial im­
plications of rapid urbanization in LDCs forces many policy­
makers to seek a way to stop or divert the flow of migration 
into over populated urban areas.
Until recently, the Iranian government did nothing to 
alter the flow of migration, especially into metropolitan 
areas. However, in 1983, a number of programs such as de­
molition of shanties, the refusal to issue building permits, 
and the refusal to issue coupons for the necessary items 
which are rationed by the government to newcomers, have been 
designed to stop the flow of migration into metropolitan
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Tehran. The experience of many developing countries sug­
gested that this kind of policy fails because it addresses 
only the symptoms of the problem, and not the causes (Shaw, 
1980).
6.0.1 Policy Recommendations
Basically, from what has been mentioned above, the ra­
pid rural-urban migration is due to the lack of economic op­
portunities in rural areas and especially the urban biased 
policy of the central government. For example, many govern­
mental policies of LDCs discriminiate against the agricul­
tural sector and protect the manufacturing sector by price 
policies, tax policies, iaport-export controls and foreign 
exchange. These policies :rhich create aconoaic opportunity 
in the cities lead to massive rural-urban nigration.
To prevent the negative aspect of internal migration 
especially in the sending areas, the process of migration 
must be regulated. One way to regulate the migration pro­
cess is to divert economic activities by tax policy and oth­
er incentives toward a desirable growth pole. But a success­
ful way of regulating migration is dependent on a 
comprehensive rural development design to bring economic op­
portunity to rural residents. In other words, to alter the 
migration process, as well as to reduce the cost of rapid 
unwanted urbanization, the policymakers of LDCs must pay
more attention to the modernization of the agricultural sec­
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tor and rural development as well as providing economic op­
portunity for the investor in small urban areas.
A rural development policy aimed at the provision of 
economic opportunities for rural residents must be based on 
the potential resources availiable to the governments of de­
veloping countries. For example, in Iran, it is neither 
feasible nor economical to provide the basic needs and ser­
vices to the more than 50,000 rural areas disperssed across 
the country. As a consequence, it would be in the best in­
terest of the government to provide basic needs and services 
to the selected areas, called "rural centers" or "service 
centers". The best location for these centers are villages 
’ihich already have soae basic facilities and are surrounded 
by several other village.
The basic function of these centers is to provide the 
necessary services for improving both farm production and 
living conditions of rural residents. In other words, the 
program must create a suitable environment in order to per­
suade young people to stay in rural areas.
The function of government at the early stage of rural 
development is:
1) the establishment of processing industries to provide 
part-time or full-time employment to the farmers during the 
winter season.
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2) the provision of technical services such as marketing fa­
cilities, educational services, drinking water, irrigation 
and drainage networks, housing construction. Improved roads 
and communication , and healthcare services.
3) the establishment of an effective agricultural pricing 
policy in order to prevent wide fluctuations of income in 
agricultural sectors.
All of these programs can be implemented through the estab­
lishment of various cooperative associations. In fact, the 
cooperative organization which was established after land 
reform, was proven to be a usefull method if it were not
abused by the government. These organizations not only can 
provide technical assistance for farmers but also improved 
seeds, fertilizers, pesticides, and agricultural machinery, 
at a low cost. In other words, a proper cooperative associa­
tion can reduce the cost of production and permit the buying 
and loaning of machinery which single farmers could not af­
ford.
The establishment of production cooperation or group 
farming seems to be an approprite and necessary step toward 
the improvement of agricultural productivity in a country 
like Iran, where the size of the farm unit is fairly small. 
The members of these organizations, while they keep the 
right of ownership of their land, are benefit from the ad-
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vantages of large-scale modernization farming.^&
Indeed, future work is needed to understand the full 
impacts of migration. But it is hoped that the results of 
this paper can shed light on the examination of the impact 
of migration in Iran, as well as in other LDCs with a simi­
lar background, also, it is hoped that the results of this 
study will help the planners and other decision makers to 
(1) formulate a series of actions to divert, promote, or 
slow the rate of internal migration, (2) consider the im­
pacts of migration in their plans, and (3) formulate a prop­
er national development policy in order to reduce the gap 
between urban and rural income.
3® As Dumett, H.E. and Brainard, I.S. stated, for an effi­
cient use of agricultural machinery, not only is the size 
of the farm an important factor, but also the size of the 
single plot. If there is a high degree of fragmentation 
with the result that the plots of land cultivated with 
the same crops are spread over a large area. moving from 
one plot to another involves much idle time for the ma­
chine and a rational use of machinary can not be expect­
ed.
Appendix A
APPEBDIX A: PROVINCIAL POPULATION AND MIGRATION 
IN 1966-198
The description of variables which have been used in 
estimating the provincial population and provincial migra­
tion are as follows:
OEPOP66 = urban population in 1966
ÜEPOP76 = urban population in 1976
RDP0P66 = rural population in 1966
HOPOP75 = rural population in 1976
TPOP30 = total population in 1980
DSNSTY76= population density in 1975 
DESSTY80= population density in 1980 
INBIG71 = xn-sigration in 1971 
S0MIG71 = rural migration in 1971 
CINMIG71= census migration in 1976 
NETHIG76= net migration in 1976 
HlgSO = net migration rate in 1980
Source: Data for the Tables A.1-A.7 are taken from Statisti- 
cal Yearbook of Iran, various Issues and National Census of 
£2Eaiation and Housing 1976 and 1966.
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TABLE A.1
Population Distribution by Age and Provinces in 1976
PROVINCE T3TAL76 AgeO_9 Age10-19
1 BOÏER AHHAD AND KOHGILÜÏEH 244370 94129 52272
2 BOSaEHE 347863 112057 73993
3 CHAHAEMAHAL AND BAKHTIYASI 3 943 57 130752 87595
4 EAST AZARBATEJAN 3197685 962898 694475
5 ESFAHAN 1969965 577103 446372
6 FAES 2035582 648337 484096
7 GILAH 1581872 453347 373492
8 RAMADAN 1088024 310398 235796
9 HORHOZGAN 462440 141937 98671
10 IL AM 246024 9 2 3 1 5 5 2 8 1 5
11 KERMAN 1091148 349800 247816
12 KEEMANSHAHAN 1030714 327427 242574
13 KHOSASAN 3264398 1008126 738473
14 KHUZESTAN 2187118 734892 564678
15 KOBDESTAN 782440 260762 164872
16 LOEESTAN 933939 317137 205259
17 «AEKAZI 2518717 845867 655884
18 MAZANDARAN 2387171 806795 597008
19 SEBNAN 2 46105 67376 56212
20 SISTAN AND BALDCHESTAN 564292 207800 136813
21 TEHRAN 4689497 1219865 1108889
2 2 WEST AZAP.BAYEJAN 1407604 461252 330047
23 YAZD 356849 90432 77543
24 ZANJAN 580570 176387 120083
TABLE A.2
Provincial Population by Age in 1976
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OBS Age2 0_29 Age30_39 Age40_49 Age50_59 OVER60
1 31 562 24175 21036 9927 11268
2 52 615 32833 33379 20792 22195
3 56 66 4 36693 36919 23773 21961
4 455441 356756 342936 209208 174971
5 290271 208109 186587 133929 127594
6 302 041 187583 186964 120325 106236
7 236034 165414 163481 106896 83208
8 165461 123324 106895 82498 63653
9 65033 40669 49229 30945 35955
10 35 34 7 20481 20729 10716 13621
11 152094 102358 104257 74294 50529
12 1 55 450 97325 92920 61553 51965
13 449314 34 8263 322231 225138 171853
14 341799 186175 162054 96652 100867
15 117092 77804 72581 47020 42310
16 129821 96910 81475 53657 49681
17 359526 212321 202633 133839 108647
18 344635 211651 192050 129975 105057
19 37 394 26691 2451 1 18802 15120
20 100047 73831 66594 40513 38689
21 880250 546319 420554 273827 317444
22 197648 137189 134489 79738 67240
23 53 057 39607 38319 29037 28855
24 84589 65181 60194 42202 31933
TABLE A.3
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Provincial Population by Age in 1966
PROVINCE TGTA166 Age0_9
1 BOYER AKS&D AND KOHGILDYEH 190542 75912
2 BBSHE HR 259101 84875
3 CHAHAEMAHAL AND BAKHTIYAEI 301359 110025
4 EAST AZAEBAYEJAN 2636089 934366
5 ESFAHAN 1424446 484364
6 FARS 1584539 554952
7 GILAN 1293835 453780
8 RAMADAN 889892 313936
9 H0HH3ZGAN 349820 113288
10 ILAÎI 213011 77192
11 XEBMAN 841982 288948
12 KERHANSHAHAN 818685 281854
13 KHORASAN 2520779 840355
14 KHUZESTAN 1706758 599303
15 KOBDESTAN 619700 209800
16 LOEESTAN 767374 284242
17 HARKAZI 2 257 252 754809
18 HAZANDARAN 1845270 661260
19 SEHNAN 207907 68352
20 SISTAN AND BALOCHESTAN 502626 176424
21 TEHRAN 2727811 796565
22 «EST AZAEBAYEJAN 1087182 387688
23 YAZD 281160 88366
ZANJAN 461597 158608
TABLE A-4
Provincial Population by Age in 1956
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OBS ACLI0_19 ACL20_29 ACL30_39 ACL40_49 NOVEB50
1 34312 22416 26408 13264 18229
2 54 795 33870 32021 21352 32188
3 62951 35750 35392 19685 32507
4 504336 352842 330795 221705 292046
5 301649 174073 157482 121973 184905
6 345177 194041 189299 128288 172782
7 270 041 158510 157116 115406 134361
8 177161 1 14579 102028 80097 102090
9 65537 41106 50195 34163 45530
10 44 724 25620 24194 17352 23928
11 172456 101085 105373 71502 102618
12 171233 104853 101378 70010 89358
13 484508 338727 318878 238250 300060
14 376056 221978 201208 130821 177392
15 119990 84949 81981 53380 69600
16 149 155 94170 90200 64574 85032
17 472135 291511 267584 197518 273697
18 385353 242612 219367 156052 180627
19 44884 26511 23108 21102 23949
20 93 415 62498 66407 45782 58100
21 604 241 466804 353163 231619 275419
22 209247 143182 140393 90008 116659
23 60367 31117 33084 26368 40961
24 86488 58632 59414 45396 53059
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TABLE A-5
Rural and Urban Population in Thousand
OBS PROVINCE UEP0P76 RUP0P76 0RP0P66
1 BOYER AHHAD AND KOHGILDYEH 30867 213503 15359
2 BUSHEHR 119144 228719 54623
3 CHAHAEMAHAL AND BAKHTIYAEI 140272 254085 87552
4 EAST AZARBAYSJAN 1188292 2009393 755458
5 ESFAHAN 124 1904 728061 551811
6 FARS 872768 740342 580848
7 GILAN 46 1355 1120517 303694
8 RAMADAN 325176 762848 230833
9 HORHOZGAN 123462 338978 53000
10 IL a :i 43595 197429 20190
11 KERMAN 350306 740342 196476
12 KERHANSHAHAN 441885 588829 278539
13 KHORASAN 1245258 2019140 726690
14 KHUZESTAN 1275109 912009 883057
15 KORDESTAN 190375 592065 102398
16 LOEESTAN 294618 639321 165634
17 HARKAZI 4538148 1578993 3505970
18 HAZANDARAN 776819 1610352 404997
19 SEHNAN 117413 129665 84182
20 SISTAN AND BALUCHESTAN 152854 501438 72149
21 BEST AZAEBAYEJAN 446714 960890 277646
22 YAZD 218233 138616 124542
23 ZANJAN 144613 435957 82598
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TABLE A-6
Rural, 3cban, and Migration in 1971 and 1976 by Provinces
OBS ISHIG71 EÜMIG71 NET8IG76 CIHHIG71
1 11183 2186 -22937 5075
2 18694 2186 1 470 11493
3 9269 3205 -4 872 13298
4 132115 85368 -155936 140552
5 138505 45290 109413 74385
6 107864 57686 -50 479 76999
7 94 821 60347 -42783 74353
8 48173 32770 -27 845 44914
9 5500 2000 4 883 15130
10 2163 372 -39 106 5091
11 41943 25964 -19491 37525
12 1 12246 62475 -39981 51143
13 204 083 114089 -26 174 128869
14 2 04 78 0 24378 -99748 131993
15 27549 11551 -40866 27316
16 44823 20157 -77815 36280
17 1803657 841254 679831 417873
1 8 109873 50543 -99 809 103335
19 8843 297 -9670 27579
20 27985 6175 1521 34185
21 60149 42940 -40744 53869
22 90670 5000 15019 15085
23 11020 10000 -13880 21319
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TABLE A.7
Population and Density in 1976 and 1980 by Provinces
OBS TPOP80 DENSTÏ76 DENSTÏ80
1 270000 17.136 18.933
2 391000 12.580 14.140
3 439000 26.610 29.622
4 3463000 47.654 51-608
5 2495000 20.680 23.704
6 2258000 15. 271 16.939
7 1715000 107.530 116.579
8 1179000 53.937 58.447
9 520000 6.754 7.594
I D 2 5 7 0 0 0 12.918 13.494
11 12 14000 5.654 6.291
12 1137000 43.549 48-040
13 3631000 10.418 11.588
14 2448000 33.823 37.857
15 860000 31.300 34.403
15 1011000 29.758 32.214
17 7528000 105.352 123.505
18 2647000 50.399 55.885
19 308000 3.232 3.439
20 752000 3.658 4.141
21 1561000 35.894 39.805
22 393000 5.272 6.907
23 1223000 30.593 33.601
Appendix B 
APPEHDIZ B: HAJOR ECOHOfllC FACTORS RELATED TO 
HIGRAIIOH
The discription of economic variable which have been 
used in this study are as follows:
NFTORï76= number of large factories ia 1976
NFTOBY80= number of large factories in 1980
PR_FCTRY= number of Private factories in 1980
NBOHKR76= number workers in Large firms in 1976
NHPR0D76= number of workers in productive activities in
large factories
NKN0iI?76= number of employee in non-productive activities 
in large factories
yLDADD74= value added in large firms in 1974
VLUADD75= value added in large firms in 1975
VLDADD76= value added in large firms in 1976
VLOADD80= value added in large firms in 1930
HAGE75 = wage rate in 1975
WAGE80 = wage rate in 1980
PRODTï80= labor productivity in 1980 
GOVGEXP = government general expenditure in 1980 
GOVPEXP = government planning expenditure in 1980 
G07ECEXP = government economic expenditure in 1980 
GEXP58 = government general expenditure in 1968 
GEXP79 = government planning expenditure in 1969
- 198 -
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GSXP70 = government planning expenditure in 1970 
GEXP71 = government planning expenditure in 1971 
PFIPH80= number of private firm in 1980
NFAG = number of firm in agricultural activities in 1976
NFM = number of firm in minning activities in 1976
NFIN = number of firm in industry in 1976
NFINL9 = number of firm in industry with 1-9 workers in 1976
HFCONS = number of firm in costruction in 1976
NFCOHS = number of firm in costruction in 1976
HFTENS = number of firm in transportation in 1976
NFINL9 = number of firm in financial market with 1-9
workers in 1976
NFS319 = number of social service institutions uith 1-9 
workers in 19 76
NFSH = number of social service institutions 1976
TNF76 = total number of firms in 1975
NFLTH = number of firms between 1-9 workers in 1975
NFHTB = number of firms more than 10 workers in 1976
TFUNIT = total farm units
TAREAS = total areas of farm lands
VFONIT = number of farms under the cultivation of vegetable 
VAREA = areas under cultivation of vegetable (hectar) 
yPFDNIT= number of farms under annual cultivation 
TPAREA = areas under annual cultivation thectar)
PPFONIT= number of farms under permant cultivation 
YPAREA = areas under permanat cultivation [hectar}
PPFIJNIT= number of farms temporarily falou
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YPAREA = areas under temporarily fallow (hectar)
WHEATP = wheat production (Kilo gran)
9PHECTAB= wheat production per hectar 
BASLEYP = barley production [kilo graa)
BPHECTAR= barley production per hectar 
RICEAEEA= areas under rice production [hectar)
TLF71 = total labor force in 1971
TEB71 = total employment in 1971
TGEB71 = government employment in 1971
TpEB7l = private employment in 1971
DNEB71 = unemployemnt in 1971
R0NEH71 = rate of unemployemnt in 1971 
TL?76 = total labor force in 1975
TSH75 = total anployaent in 1975
TGEM7Ô = government employment in 1976
0NEB76 = unemployemnt in 1976
RDNEB76 = rate of unemployemnt in 1976
Source: Data for the Tables B. 1-B.3 are taken from the Neta- 
ygigh Amar Geery -i Keshayarzee -i Roostaeih Iran, 1975, 
Tehran: Plan and Bodget Organization 1979. Data for Tables
B.4-B.5 and tables B.13-B.14 have been taken from Statisti­
cal Yearbook of Iran, various issues. And finally, the fig­
ures for Tables B.6-B.12 have been taken from Hetayejeh Amar 
Geary %i &arghah::hayeh fiozoorgheh Kgshyar, various issues.
TABLE B. 1
Agricultural Production by Provinces
20 1
OBS PROVINCE TFDNIT TAREAS VFUNIT
1 BOYER AHBAD AND KOHGILOYEH 24781 152478 171
2 BaSHEHE 32069 184605 0
3 CHAHAEMAHAL AND BAKHTIYAB 45764 301436 17834
4 EAST AZARBAÏEJAN 267302 1741032 181388
5 ESFAHAN 124221 386184 53256
6 FARS 126487 1003647 11591
7 GILAN 199578 297874 3227
8 RAMADAN 87835 884771 63549
9 HORHOZGAN 33434 50845 22
10 IL AH 27783 183826 1680
11 KEEMAîl 119656 311218 28546
12 KERHANSHAHAN 93900 713495 34749
13 KHORASAN 269535 2569876 71580
14 KHOZESTAN 113470 975661 3002
15 KOBDESTAN 68498 1 179599 48728
16 LOREST AN 86567 548507 37492
17 HARKAZI 229274 1476244 104496
18 HAZANDARAN 234672 790867 8500
19 SEHNAN 16580 80290 4998
20 SISTAN AND BALUCHESTAN 81385 112814 5859
21 WEST AZAEBAYEJAN 126739 1071370 73816
22 YAZD 25951 17118 8928
23 ZANJAN 64689 675860 41095
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TABLE B.2
Agricultural Production by Provinces in 1975
OBS VAREA TPFÜNIT YPAREA PPFONIT PPABEA FLABEA
1 78 123125 92092 7 523 1552 58752
2 0 26368 158914 19 177 14092 11598
3 10894 41304 145899 23 653 6475 138166
4 135015 225738 883870 147759 63900 658245
5 20469 112543 191145 74020 24750 149819
6 11339 97541 539771 68811 43105 409430
7 313 1 179164 211846 131221 56962 25932
8 30842 68027 390948 67262 11864 451116
9 1 7 15382 25151 30852 14955 10701
10 1 00 8 26641 1 1 5 5 2 4 2278 321 66971
11 5 60 5 7 4 1  15 98159 7 5  132 69456 136996
12 1573 9 81177 432312 44 039 11441 235002
13 22944 239600 1562441 141633 64638 919852
14 3 57 1 85618 705544 30524 32670 233874
15 35245 63804 556389 34 766 14388 573575
16 16248 80443 296427 22 168 5188 230642
17 56504 167830 621178 181393 91144 716418
18 4671 210734 703095 107494 45110 3799
19 1273 11955 37818 11559 4274 36924
20 150 9 64155 59392 31 893 7498 44414
21 1634 29 99495 552384 73482 4 6684 308862
22 8 56 16344 6587 20512 6070 3602
23 28091 50125 306086 46072 16594 325087
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TABLE B.3
Agricultural Production by Provinces in 1975
obs province
wheat
productn
wheat
hect.
barly
hc.
rice
hect.
barley
prduct.
1
2
BOYEB AHHAD AND KOHGILDY 
BDSHEHR
28713502
24841895
411
254
415
246
2269
0
7925516
14671056
3 CHAHARHAHAL AND BAKHTIYR 128250003 1226 1014 3707 32687784
4 EAST AZAEBAYEJAN 359996768 587 394 3159 71456471
5 ESFAHAN 24429177 1 1917 1843 4682 48447313
6 FARS 406611602 1178 990 25202 101678702
7 GILAN 17257949 900 733 168561 5006276
8 RAMADAN 231901305 735 804 0 34187059
9 HORHOZGAN 7864138 691 593 0 6489209
10 ILAr! 50763243 651 751 1087 15505101
11 KSEHAH 112003823 1853 1648 G 27756872
12 KERHANSHAHAN 244315800 801 1109 113 57003700
13 KHORASAN 477364552 547 475 0 147412119
14 KHOZESTAN 204389468 413 486 30535 72546604
15 KORDESTAN 299145980 622 590 990 30087801
15 LORESTAN 203618556 938 909 443 42356813
17 HARKAZI 441 160325 1044 1519 14479 130242613
18 HAZANDARAN 307139901 1449 819 138883 85691709
19 SEHNAN 28125895 1389 1058 0 6561484
20 SISTAN AND BALDCHESTAN 35979472 820 767 1951 4743648
21 BEST AZARBAÏEJAN 371164117 950 901 285 54677073
22 YAZD 9820820 1859 1463 0 1359684
23 ZANJAN 120072132 1389 424 3543 20345821
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TABLE B.4
Labor Force, Employment, and Unemployment by Provinces
OBS PBOyiHCE TLF75 TEMPLY76 TGVEHP76 UNEHPL
1 BOYER AHHAD AND KOHGILDYEH 61400 46617 5662 701
2 BOSHEHR 90491 75150 17855 2931
3 CHAHARHAHAL AND BAKHTIYAEI 123414 117737 9050 3514
4 EAST AZAEBAYEJAN 901105 836675 95780 26454
5 ESFAHAN 668284 644577 117453 25240
6 EARS 551181 512847 97750 18179
7 GILAN 557771 315101 60606 7717
8 HAHADAN 321191 299098 27839 9607
9 HORHOZGAN 129591 114216 25348 4961
10 I L  A il 64383 63111 6635 1383
11 HERMAN 3 1 0 5 0 2 2 9 8 0 6 7 5 5 3 2 2 12552
12 KERHANSHAHAN 273248 250439 48762 7617
13 KHORASAN 1018342 974357 109290 36223
14 KHOZESTAN 544958 464557 147859 15818
15 KORDESTAN 251270 212968 26926 5474
16 LOEESTAN 243556 213799 27349 5633
17 HARKAZI 1858110 1785809 569332 69973
18 HAZANDARAN 701314 532479 82129 21139
19 SEHNAN 76485 74123 26596 2327
20 SISTAN AND BALOCHESTAN 180345 166573 23680 4838
21 BEST AZARBAYEJAN 42 803 7 386278 49717 11432
22 YAZD 12233 1 120001 1 4 4 8 9 4694
23 ZANJAN 318187 294782 27663 8776
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TABLE B.5
Employment and Unemployment by Provinces in 1971 and 1976
OBS TLE71 TEH71 TGEB71 TPEM71 0NEH76 UHEM71 E0NEM76 HONEH'
1 461 401 12 11 14783 60 31.712 14.963
2 - - - - 1534 1 - 20.414 -
3 1162 1123 25 92 5677 39 4.822 3.473
1* 8934 7386 306 812 64430 1548 7.701 20.959
5 5401 5024 354 1058 23707 377 3.678 7.504
6 4152 3897 247 594 38334 255 7.475 6.543
7 5740 4277 191 229 242670 1463 77.013 34.206
8 2713 2238 80 221 22093 475 7.387 21.224
9 1683 1436 56 122 15375 247 13.461 17.201
10 446 39 3 9 15 1772 53 2.808 13.486
11 2483 2366 87 223 12435 117 4. 172 4.945
12 2433 2095 168 239 22809 338 9.103 16.134
13 7836 7324 290 911 43985 512 4.514 6.991
14 4241 3800 722 749 8041 1 441 17.309 11.505
15 2091 1685 74 95 38302 406 17.985 24.095
16 2054 1770 74 135 29757 284 13.918 16.045
17 15885 14973 2821 4127 7230 1 912 4.04 9 6.091
18 5859 5412 206 396 168835 447 31.707 8.259
19 553 521 59 58 2362 32 3.187 6.142
20 1205 1010 54 78 13772 195 8.26 8 19.307
21 3493 3115 132 221 41759 378 10.811 12.135
22 988 945 50 169 2380 43 1.983 4.550
23 1490 1 24 3 35 81 23405 247 7.940 19.871
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TABLE B-6
Number of Large Firms, Workers, Wage, and Value Added
OBS PROVINCE NFTORY75 NWORKR75 WAGE? 5 VLOADD'
1 BOYER AHHAD AND KOHGILDYEH 1 118 53588 19775
2 BOSHEHR 7 59 10436 48193
3 CHAHARHAHAL AND BAKHTIYARI 11 421 43739 119794
4 EAST AZARBAYEJAN 214 7 675 909620 5487771
5 ESFAHAN 389 31682 4328650 11923584
6 EARS 147 10223 2455124 7792989
7 GILAN 188 12496 1978382 3894373
8 HAHADAN 92 2626 307482 727513
9 HORHOZGAN 12 277 29157 188209
10 ÎLAH 0 0 0 0
11 KERMAN 73 1995 294349 11939944
12 KERHANSHAHAN 80 2078 292670 1032887
13 KHORASAN 208 12558 1622903 6510212
14 KHOZESTAN 183 8742 2186643 15451222
15 KORDESTAN 17 439 90957 356965
16 LORESTAN 40 2591 493660 2190060
17 HARKAZI 2134 162230 33110497 185543141
18 HAZANDARAN 462 17670 2370433 8376528
19 SEHNAN 124 7681 1336884 4096817
20 SISTAN AND BALOCHESTAN 75 501 26487 63162
21 WEST AZARBAYEJAN 92 4144 622470 1628477
22 YAZD 245 8691 853728 2833390
23 ZANJAN 10 2001 196425 1093702
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TABLE B.7
Number of Large Firms, Value Added, and Workers by Province
OBS PROVINCE NF76 NH76 NPB76 NNP76 VADD76
1 BOYEB AHMAD AND KOHGILOYEH 1 118 77 41 15660
2 BOSHEHR 8 613 554 48 475623
3 CHAHARHAHAL AND BAKHTIYARI 11 424 378 29 116381
n EAST AZARBAYEJAN 209 12411 9033 2869 8508649
5 ESFAHAN 456 43268 39148 3376 14939353
6 FARS 160 11421 8688 2484 7487382
7 GILAN 231 17186 14002 2930 4807931
8 HAMAD AN 113 3240 2768 180 989648
9 HORHOZGAN 13 639 511 117 233429
10 ILAH 1 118 77 41 15660
1 1 KERMAN 59 2014 1722 245 1182929
12 KERHANSHAHAN 88 3398 2523 725 1770388
13 KHORASAN 240 14408 12311 1740 7667293
14 KHOZESTAN 280 28581 21734 6490 28310340
15 KORDESTAN 23 237 180 17 37455
15 LORESTAN 43 2633 2223 357 2100333
17 HARKAZI 2512 211898 174812 33100 197795635
18 HAZANDARAN 466 27 071 23906 2675 11402552
19 SEHNAN 132 8768 7772 800 4158887
20 SISTAN AND BALOCHESTAN 80 586 532 7 67364
21 BEST AZAEBAYEJAN 96 3825 3178 488 2141335
22 YAZD 250 8783 8055 324 2820589
23 ZANJAN 12 2245 1726 513 1862568
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TABLE B-8
Large1 Firms, Humber of Horkers, aad Value Added in 1974
OBS PROVINCE NFT0RY74 NW0RKR74 VLOADD:
1 BOYER AHHAD AND KOHGILOYEH 1 249 22591
2 BDSHEHR 1 1 1009 390532
3 CHAHARHAHAL AND BAKHTIYARI 10 311 40935
U EAST AZARBAYEJAN 237 10119 2920365
5 ESFAHAN 412 40265 9161477
6 FARS 130 7273 2271757
7 GILAN 219 10455 2132313
8 HAHADAN 61 1877 293947
9 HORHOZGAN 20 527 618593
10 ILA.'l 7 54 1913
11 KERMAN 49 1812 1636348
12 KERHANSHAHAN 57 1695 814419
13 KHORASAN 212 10026 4753509
14 KHUZESTAN 231 17218 12453934
15 KORDESTAN 16 443 345580
16 LOEESTAN 46 2561 1211921
17 HARKAZI 1944 154646 73096726
18 HAZANDARAN 219 16733 7224909
19 SEBNAN 14 1623 324183
20 SISTAN AND BALOCHESTAN 53 536 ... 25618
21 WEST AZAEBAYEJAN 79 2696 816356
22 YAZD 93 7010 1494834
23 ZANJAN 4 946 194113
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TABLE B.9
Number of Firms in Agricultural, Mining, £ Industry in 1976
OBS PROVINCE NFAG NFM NFIN NFINL9
1 BOYER AHMAD AND KOHGILOYEH 39 8 165 160
2 BUSHEHR 33 1 547 530
3 CHAHAEMAHAL AND BAKHTIYARI 156 1 2515 2488
4 EAST AZARBAYEJAN 4967 54 21089 20635
5 ESFAHAN 25169 36 18785 18330
6 FARS 8836 34 6886 6687
7 GILAN 391 16 4836 4598
8 HAHADAN 160 8 3995 3917
9 HOHMOZGAN 42 7 534 489
10 111:-! 95 5 313 311
1 1 KERHAN 7462 15 6136 6085
12 KERHANSHAHAN 181 16 3375 3282
13 KHOSASAN 6071 62 16655 16086
14 KHOZESTAN 574 141 7283 6899
15 KORDESTAN 64 15 2432 2397
16 LORESTAN 204 14 2749 2695
17 HARKAZI 7431 218 55627 52654
18 HAZANDARAN 53 92 18 7113 6793
19 SEHNAN 6085 7 1619 1561
20 SISTAN AND BALOCHESTAN 1560 7 1040 983
21 BEST AZAEBAYEJAN 571 23 5200 5121
22 YAZD 18768 19 9000 8919
23 ZANJAN 134 7 1815 1778
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TABLE B.10
Number of Firms in Different Major Activities
OBS NFCONS NFS as NFTRNS NFFIN NFS» HFSWL9 NFSWM
1 39 50 4 171 22 276 187 77
2 44 2624 556 83 788 556 151
3 60 2468 369 69 779 609 112
a 1023 31198 4227 1513 8235 6959 852
5 1410 22791 5920 1182 10470 8446 903
6 630 15981 4121 8 95 6488 5074 885
7 346 10751 2938 630 4284 3417 637
8 180 7539 1229 331 2537 2096 334
9 81 2326 774 101 865 590 144
10 5 222 165 33 353 245 90
11 282 7260 1446 263 3177 1397 511
12 156 9855 1805 4 19 2706 2175 440
13 990 24315 4801 1648 10196 8318 1134
14 661 17954 5018 11 80 7678 5898 1158
15 115 4835 1122 188 1519 1209 269
16 139 5845 761 2 52 1799 1452 287
17 6298 97372 18823 10407 35677 30024 4143
18 340 16455 6294 942 6987 5758 834
19 147 2915 804 193 1756 1343 302
20 112 2861 910 102 1175 816 275
21 300 11493 2238 542 3538 2916 507
22 211 3853 1825 229 2667 2085 230
23 146 3240 631 156 1057 834 162
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TABLE B.
Number of Firms, Without, Less,
11
or Hore Than Ten Workers
OBS PROVINCE TNF75 NFNH NFLTW NFHTW
1 BOYER AHHAD AND KOHGILOYEH 1244 122 991 131
2 BOSHEHR 4851 380 4253 218
3 CHAHARHAHAL AND BAKHTIYARI 6517 328 5033 156
4 EAST AZAEBAYEJAN 736 37 2107 69880 1650
5 ESFAHAN 87540 5541 80319 1680
6 FARS 45451 3415 40630 1405
7 GILAN 24735 1925 21870 941
8 HAHADAN 16392 519 15294 479
9 HORHOZGAN 4960 961 3738 261
10 I LAW 1917 147 1557 113
11 KERHAN 25343 1688 30117 938
12 KERHANSHAHAN 18855 1125 17133 598
13 KHORASAN 65522 5377 58477 1768
m KHOZESTAN 41594 3891 35432 2271
15 KORDESTAN 10427 591 2355 380
16 LORESTAN 11827 454 10951 422
17 HARKAZI 238324 14045 213530 10749
18 HAZANDARAN 45188 2183 41085 1920
19 SEHNAN 13778 553 12794 431
20 SISTAN AND BALOCHESTAN 8103 725 6953 425
21 WEST AZARBAYEJAN 24161 1508 21945 707
22 YAZD 36821 808 35623 390
23 ZANJAN 7348 500 6611 237
2 1 2
TABLE B. 12
Value Added, Wage, Productivity, and Large Private Firm
OBS VLUADD8 0 BAGE80 PRODTÎ80 PFIE»
1 100000 507.9 132.7 0
2 116063 674.9 775.9 8
3 1 12876 129.5 274.5 9
7248572 209.3 685.5 203
5 31868321 214.9 345-3 448
6 16119457 283.4 655.6 148
7 8197564 187.5 279.8 211
8 2080395 145.8 305.4 112
9 504194 140.7 365.3 11
■SO 100000 200.0 132.7 0
1 1 290789 1 184.2 587-4 59
12 2658343 219.8 521.0 85
13 12329910 169.6 532.2 229
11* 45130712 264.3 990.5 262
15 60000 128.7 158-0 23
16 4200226 224.9 797.7 38
17 173789280 232.5 933.4 2407
18 12880575 183.5 421.2 437
19 1718248 20 3,5 74.3 128
20 97825 58.6 30.3 79
21 2520510 169.6 59.8 89
22 5923348 156.8 321.1 250
23 23647837 133. 6 829.6 12
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TABLE B.13
Govern ment Planning Expenditures in 1968-71 in Million
Rials
DBS PROVINCE GEXP68 GEXP69 GEXP70 GEXP7
1 BOYER AHMAD AND KOHGIIOTE 105.5 4.0 12.0 108
2 aaSHEHR 28.0 41. 1 40.0 54
3 CHAHAEMAHAL AND BAKHTIYARI 0.5 14.0 11.0 51
4 EAST AZARBATEJAN 140.7 53.4 123.0 195
5 ESFAHAN 47.9 50.8 14.0 346
6 EARS 74.8 100.9 57.0 3407
7 GIIAN 74.3 75. 1 111.0 74
8 HAHADAN 39.7 44.9 13-0 58
9 H033OZGAN 23.0 4 % 1 39. 0 54
10 ÏL AH 3.8 2.2 6 ^ ^ 39
1 1 KERMAN 55-2 51-5 75.0 227
12 KERMAHSHAHAH 65.3 31.6 66. 0 103
13 KHORASAN 165.5 74-5 78.0 461
14 KHUZESTAN 95.4 190.4 133-0 285
15 KOEDESTAN 26,0 29.2 33-0 34
16 LOEESTAN 75.5 22.2 22-2 162
17 MAEKAZI 377.7 159.6 527.0 3394
18 MAZASDARAN 109.1 23.3 45.0 98
19 SEMNAN 50,1 3.9 10.0 53
20 SI STAN AND BALBCHESTAN 68.2 14.4 60.0 139
21 BEST AZAEBAYEJAN 134.3 122.5 72.0 131
22 YAZD 6.5 6.5 9.0 98
23 ZAHJAH 30.4 30.4 28.0 28
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TABLE B.14
lent General, Planning, and Economie
OBS GGEXP80 GPEXP80 GEEXP80
1 93855 568878 2698678
2 2814242 1649301 10582924
3 71726 440479 4778068
4 1053075 4351623 27549831
5 2864256 9386678 64272093
6 2346763 4431328 34256087
7 1398031 4663700 16213548
8 3498 14 1420126 2551945
9 6453600 1268929 19921825
10 34292 731515 3455971
11 1110187 4802613 25287160
12 750715 2925325 6947079
13 838727 11454124 274 48369
14 2562080 9048351 72860545
15 529080 1222379 35 22623
16 1425850 1419311 3761924
17 17509892 43544155 551422104
18 479237 4687605 25960791
19 148760 1474907 10260626
20 4579048 5828428 16270051
21 753403 2195958 7034561
22 65168 1643191 4450976
23 351022 1991037 4955440
Appendix C
APPEgDIZ C:IHE fiOHTHLT ZHCOaE A SO HOOSEBOLDS 
EXPESDITOBES
The variable and their lables which has been used in 
order to demonstrate the impact of migration on income dis­
tribution are:
PEBU75 = % of urban household expenditure in 1975
PEE076 = % of urban household expenditure in 1976
PER077 = % of urban household expenditure in 1977
PESD73 = 7c of urban household expenditure in 1978
PERU79 = % of urban household espenditurs in 1979
PERO80 = % of urban household expenditure in 1980
PERR75 = % of rural household expenditure in 1976
PERE75 = S of rural household expenditure in 1979
PRIN75 = % of rural household income in 1976
PRIN79 = 55 of rural household income in 1979
HOBBKT = Bean of urban Deipenditures in each bracket in 1975
BBB76 = mean of rural expenditure in each bracket in 1976
HBB79 = mean of rural expenditure in each bracket in 1976
H0B77 = mean of urban expenditure in each bracket in 1977
HOBBO = mean of urban expenditure in each bracket in 1980
Source: Data for the Tables C.1-C.4 have been taken from The
Surve% of Bur ad. Ho us e ^ l d s  Budget, various issues and The
SuEZSI 2l 2£kâS &2 ü§eholds Budget, various issues.
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TABLE C.1
Orban Households Expenditures by Expe. 
OBS PBOVINCE SAMPLE
Brackets
BEAKET1
& Provinces 
BEAKET2 BBAKET3
1 MAEKAZI 5081 0-49203 2-00748 3-2868
2 GILAN 414 0-96618 1-93237 4-8309
3 HAZANDABAN 644 3-10559 4-34783 6-0559
4 EAST AZAEBAYEJAN 945 1-90476 5.60847 7-1958
5 WEST AZAEBAYEJAN 343 2-04082 6-70554 10-2041
6 KEESANSHAHAN 358 1-11732 2-51397 6-1453
7 KHOZESTAN 1018 0-88409 1-66994 3-8310
8 FARS 731 2-18878 6-70315 6-8399
9 KERHAN 313 3-19489 6-07029 7-3482
10 KHORASAN 9 7 9 5.00511 8-98876 11-2360
11 ESFAHAN 1085 4,05530 5-71429 6.4516
12 SISTAN AND BALDCHESTAN 142 2.11268 2.81690 5-6338
13 KOHDESTAN 103 0.00000 2.91262 1-9417
14 RAMADAN 265 1-50943 2.64151 6-0377
15 CHAHARMAHAL AND BAKHTIYARI 119 1-68067 7.56303 5-0420
16 LORESTAN 192 0-52083 3-12500 8-3333
17 ILAH 41 0-00000 4.87805 4.8780
18 BOYEB AHHAD AND KOHGILOYEH 63 3-17460 4.76190 4-7519
19 BÜSHEHR 111 0-90090 0-00000 5-3063
20 ZANJAN 154 0.54935 7-79221 1 1.5883
21 SEHNAN 195 2-05128 3-58974 6.1538
22 YAZD 185 2-70270 9.18919 10.2703
23 HORMOZGAN 107 0-93458 0-93458 0-9345
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TABLE C-2
Urban Households Expenditures by Expe. Brackets 5 Provinces
OBS BEAKET4 BRAKET5 BBAKET6 BBAKET7 BBAKET8 BBAKET9 BRAKET10
1 5.1555 12.2417 12. 5959 19.3269 22.7121 15.0364 7.1443
2 5.7971 14.7343 12-5604 16.1835 20.0483 15.9420 7.0048
3 5.2795 11.9565 11.1801 16.4595 21.2733 15.0621 5.2795
4 6.66 67 17.0370 13.7566 16.9312 16.0847 10.5820 4.2328
5 11.0787 15-1603 13.1195 15.1503 13.1195 9.0379 4.3732
6 11. 4525 17.0391 14.5251 17.5978 18.4358 7.2626 3.9106
7 4.7151 13.4578 11.9843 23.3792 21.61 10 11.6896 6.7780
8 10.5335 15.0055 9.8495 15.5951 14.3539 12.9959 4.9248
9 S. 3067 16.2939 11.8211 14.3770 17.3914 10.8626 3.8339
10 8.9888 18.4883 11.4402 15.0153 12.5638 6.2308 2.0429
11 8.5714 15.5582 11.5207 15.86 54 15-4055 10.8756 3.8710
12 5.6338 12.5751 7.7465 17.5055 18.3099 15.4930 11.9718
13 3,8835 14.5631 17.4757 19.4175 22.3301 14.5631 2.9126
14 4.9057 13.9623 11-5981 17.3585 20.0000 16.2254 5.6604
15 4.20 17 15.1251 12.5050 20.1581 20.1681 10.9244 2.5210
15 11.45 83 9-3750 10.9375 20.3125 15.6250 13.5417 6.7708
17 2.4390 24-3902 7.3171 9.7561 9.7561 21.9512 14.6341
18 4.7519 12-6984 14.2857 4.76 19 26.9841 19.0476 4.7619
19 8.1081 15-3153 14.4144 22.5225 16.2162 14.4144 1.8018
20 7.1429 18.1818 14.2857 15.5844 13.6354 8.4416 2.59 74
21 8-2051 11-2821 12.8205 24.1026 15.3846 9.7435 6.56 57
22 5.4054 15-1351 15.1351 15.1351 14.5945 9.1892 3.2432
23 0,9346 5.5075 9.3458 21-4953 19.5262 23.3645 16.8224
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TABLE C.3
Urban Households Expenditures by Expenditure Brackets
OBS BRAKET PER075 PERÜ76 PER077 PEB078 PEB079
1 < 6250 12.30 9.43 5.97 3.8 2.34
2 625 0 - 8333 7.29 5.32 4.09 2.2 1.96
3 8334 - 10416 6.81 6.40 4.50 2.3 2.29
4 10417 - 12500 6.37 5.90 4.24 2.6 2.64
5 12501 - 14583 6.42 5.69 4.02 3.7 2.48
6 145 84 - 1666 6 6. 11 5.10 4.82 3.2 2.57
7 16567 - 20833 9.92 9.60 7.71 7.6 6.67
8 20834 - 25000 7.30 7.96 6.82 6.5 7.28
9 25001 - 33333 10.38 11.79 12.94 11- 1 12.43
10 33334 - 41666 7.03 8.15 9.76 9.9 9.50
11 41657 - 50000 4. 53 5.43 7.02 7.6 10.06
12 50001 - 62500 4.49 5.02 7.68 10.0 9.16
13 62501 - 75000 3.33 3.47 5.23 6.6 6.91
14 75001 - 100000 3.63 4.39 5.90 8.5 9-03
15 > 100000 4-09 6.35 9.30 14.4 14.68
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TABLE C.ii
Rural Households Expenditures by Expenditure Brackets
OBS BRAKET
1 < 2500
2 2501 - 4999
3 5000 - 7499
4 7500 - 9999
5 10000 - 14999
6 15000 - 19S '9
7 20000 - 29999
8 30000 - 49999
9 5 0 0 0 0  - 99999
10 > 1 0 0 0 0 0
HBB76 PERE76
1603 6.78
3816 16.61
6204 17.66
8650 15.01
12213 19.77
17208 9.84
24135 8.43
37329 3.84
67492 1.46
212358 0.60
PBIN76 MBB79 PEBR79 
7.89 1722 2.1
17.80 3854 5.9
20.41 6310 8.5
17.26 8789 10.3
20.31 12424 20.7
8.16 17386 15.6
4.97 24350 17.8
2.18 37710 12.2
0.82 65684 5.0
0.20 252973 1.9
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TABLE C.5
Urban Households Expenditures by Expenditure Brackets
OBS BRAKET PERUSO BOB80 PER077 H0B77
1 < 25 00 0-8 1604 1.7 1491
2 2501 - 4999 1.6 3826 3.9 3867
3 5000 - 7499 2-5 6279 5-5 6283
4 75 00 - 9999 3-0 8809 6. 6 8777
5 10000 - 14999 7-7 12642 14- 1 12435
6 15000 - 19999 9-1 17501 12-3 17461
7 20000 - 29999 18-4 249 84 18.1 24697
8 30 000 - 49999 26-8 39057 19-2 38586
9 50000 - 99999 21-9 67894 12-8 68389
10 > 100000 8-2 151115 5.8 193397
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